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SUMMARY  AND  CONCLUSIONS 


Poultry  feed  bargaining  groups  in  California 
appeared  to  have  lowered  feed  prices  to  the 
minimum  level  possible  within  the  framework 
of  the  industry  in  their  areas.  Limited  data 
indicated  that  combined  milling  and  delivery 
charges  to  group  members  ranged  from  $4,60 
to  $5  per  ton  above  weekly  costs  of  ingredients 
in  1965.  The  consensus  of  the  members  was 
that  the  bargaining  groups  also  had  succeeded 
in  continuing  to  obtain  high  quality  feed. 

They  further  believed  that  competition,  for 
which  their  bargaining  groups  were  partly 
responsible,  had  forced  the  industry  to  speed 
up  technological  changes.  The  automation  of 
feed  mills  and  the  use  of  more  efficient 
equipment  had  made  it  possible  for  millers 
to  reduce  unit  costs,  provided  they  could 
increase  their  volume. 

The  success  of  the  groups  in  bargaining 
for  feed  prices  encouraged  them  to  use  their 
bargaining  power  to  obtain  other  supplies  and 
services.  These  included  fertilizer  purchasing 
and  egg  and  cull  chicken  marketing,  with  egg 
marketing  being  the  more  prevalent.  This  was 
accomplished  either  by  organizing  a  separate 
marketing  cooperative  or  integrating  the  new 
function  into  the  feed  group  organization.  In 
addition,  a  feed  supply  cooperative  was  or- 
ganized in  1959  in  southern  California.  This 
cooperative  bargained  for  prices  on  feed 
supplements  and  assembled  vitamin  packs  for 
its  members.  It  became  the  primary  vitamin 
supplier  for  the  contract  mills  and  served 
100  poultrymen  within  a  60-mile  radius  of 
Ontario,  Calif.  In  other  cases,  the  groups 
made  arrangements  with  regular  commercial 
firms  to  supply  their  members  with  supple- 
ments, medicinals,  and  related  items  and 
services. 


Three  of  the  16  groups  organized  in  Cali- 
fornia between  1948  and  1965  had  discontinued 
operations  and  two  more  were  considering 
disbanding  in  1965.  While  it  appears  that  the 
bargaining  groups  have  largely  obtained  their 
objective  of  lowering  feed  prices,  members 
indicated  that  the  remaining  groups  will  con- 
tinue to  function  to  help  forestall  unwarranted 
price  increases  by  millers  and  to  assist  small 
egg  producers  to  remain  in  business. 

Reports  from  individual  poultrymen  with 
flocks  of  more  than  40,000  layers  indicated 
that  they  can  obtain  all  of  the  price  conces- 
sions given  to  bargaining  groups.  More  impor- 
tant, however,  is  the  fact  that  the  trend  toward 
flocks  of  100,000  to  1  million  layers  will 
enable  the  individual  poultrymen  to  do  their 
own  milling  and  mixing  of  feed.  If  this  growth 
tendency  prevails,  and  there  is  every  indica- 
tion it  will,  the  small  milling  firms  will 
have  to  depend  on  poultrymen  with  small 
flocks,  most  of  whom  will  be  members  of 
some  group.  These  developments  may  cause 
several  small  mills  to  quit  operating  or  to 
integrate  into  the  egg  production  business. 

The  members  of  the  16  groups  in  this  study 
were  located  in  5  counties  in  southern  Cali- 
fornia and  6  counties  in  theSan  Joaquin  Valley. 
The  groups  had  a  total  of  154  members.  They 
accounted  for  2.3  million  layers,  or  6  percent 
of  all  layers  in  the  State,  and  they  used  about 
113,500  tons  of  feed  in  1965. 

The  smallest  group  had  3  members;  the 
largest  had  35.  The  number  of  layers  per 
group  ranged  from  28,000  to  550,000;  the 
median  was  146,000.  The  flocks  of  the  40 
members  surveyed  in  the  study  ranged  from 
1,600  to  200,000  layers,  with  an  average  of 
14,890  per  member. 
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The  smallest  bargaining  group  required 
about  1,380  tons  of  mixed  feed  in  1965;  the 
largest,  27,100  tons.  The  median  was  7,194 
tons. 

A  feed  committee  in  most  bargaining  groups 
considered  both  prices  and  the  integrity  of 
the  miller  before  accepting  a  bid.  The  bids 
included  the  price  of  the  ingredients  and  the 
charge  for  milling  and  other  mill  services 
such  as  delivery  and  accommodation  credit. 
The  Federal-State  Market  News  Service  weekly 
f.o.b.  carlot  quotations  for  Los  Angeles  were 
used  for  pricing  the  ingredients.  Millers  were 
paid  the  invoice  price  for  feed  ingredients 
not  quoted  in  the  Los  Angeles  market. 

A  typical  feed  contract  specified  feed  de- 
livery distances,  feed  payment  terms  for 
members  (usually  10  to  14  days  after  delivery), 
and  the  basic  contract  feed  formulas  that 
members  could  purchase.  A  contract  usually 
stipulated  that  the  group  would  make  good  on 


a  member's  defaulted  mill  payment,  provided 
the  miller  had  properly  notified  the  group  of 
the  default. 

The  contracts  of  the  13  active  groups  were 
fairly  well  concentrated  with  a  few  millers. 
One  firm  with  three  branches  (mills)  had 
contracts  with  six  groups,  another  had  con- 
tracts with  three  groups,  two  had  two  group 
contracts  each,  and  two  had  one  contract  each. 
Of  the  16  mills  surveyed,  3  had  not  submitted 
bids  or  negotiated  with  the  groups. 

The  volume  of  a  miller's  total  tonnage 
contracted  to  bargaining  groups  ranged  from 
10  to  52  percent.  Millers  who  were  under 
contract  or  had  contracted  with  groups  seemed 
satisfied  with  this  type  of  business,  consider- 
ing their  alternatives.  The  mills  soliciting 
group  business  were  locally-owned  independent 
mills.  National  and  regional  firms  owning 
and  operating  line  mills  in  the  State  would  not 
accept  group  orders. 
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their  bargaining  power  to  increase  their  re- 
turns and  to  lower  their  costs.  For  a  number 
of  years  egg  producers  in  southern  and  central 
California  have  operated  groups  or  associa- 
tions to  collectively  bargain  for  feed  prices. 

This  report  describes  and  analyzes  the 
development,  present  structure,  operating 
practices,  and  accomplishments  of  these  feed 
bargaining  groups.  The  findings  should  be 
useful  to  producers  in  other  areas  and  to 
representatives  of  Federal  and  State  agricul- 
tural agencies,  universities,  cooperatives, 
banks  for  cooperatives,  and  others  in  advising 
producers  about  feasible  forms  of  cooperative 
action  for  obtaining  feed  and  other  supplies. 
Such  information  also  may  be  useful  in  helping 
established  feed  milling  cooperatives  and  other 
firms  to  adjust  their  operations  to  meet  the 
changing  product  and  service  needs  of  their 
members  and  patrons. 
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The  Purpose  of  Bargaining 

The  objective  of  all  southern  California  egg 
producers'  feed  bargaining  groups  is  to  nego- 
tiate and  subsequently  contract  with  a  feed  mill 
or  mills  to  supply,  at  the  most  advantageous 
terms,  the  feed  ingredients  and  milling  serv- 
ices requested  by  the  members  of  a  group. 
The  negotiations  relate  to  the  conditions  of 
purchase  or  sale  of  a  product  or  service,  such 
as  prices,  quantities,  qualities,  delivery,  and 
the  like. 

Poultry  feed  bargaining  groups  provide  one 
means  by  which  egg  producers  not  affiliated 
with  the  usual  farm  supply  cooperative  may 
obtain  lower  feed  costs  without  owning  and 
operating  mill  facilities  and  performing  re- 
lated services.  In  other  words,  a  bargaining 
group  uses  the  collective  buying  power  of  its 
members  to  induce  feed  mills  to  offer  the 
lowest  prices,  considering  the  quality  of  feed 
and  the  services  requested  from  the  seller. 
Bargaining-group  strategy  is  to  reduce  its 
buying  prices  to  a  level  where  the  seller's 
margin  is  as  low,  or  lower,  than  that  which 
would  be  required  if  a  group  were  to  buy  from 
another  mill  or  perform  its  own  milling  and 
mixing  operations. 

In  addition  to  its  leverage  of  offering  an 
assured  large  volume  of  feed  sales  to  group 
members,  a  bargaining  group  allows  the  miller 
to  eliminate  most,  if  not  all,  selling  costs  and 
field  services,  and  to  plan  for  more  complete 
or  better  use  of  milling  facilities,  delivery 
equipment,  and  personnel.  The  bargaining 
power  of  the  millers  who  negotiate  with  feed 
bargaining  groups  depends  on  the  sales  com- 
petition  among   millers.  If  all  mills  refused 


to  sell  to  bargaining  groups  because  of  a  fear 
of  destroying  their  established  marketing  chan- 
nels, the  alternative  for  a  group  or  groups 
would  be  to  disband  or  to  mill  their  own  feed. 
During  the  late  1940's  and  early  1950's,  the 
first  bargaining  groups  that  were  organized 
experienced  some  problems  in  interesting 
millers  in  group  business;  hence,  few  com- 
petitive bids  were  forthcoming.  However,  once 
the  barrier  to  dealing  with  groups  was  broken 
by  a  few  millers  and  the  groups  demonstrated 
their  power  to  shift  their  members'  business 
from  one  mill  to  another,  the  problem  of 
obtaining  bidders  vanished. 

The  automation  of  feed  mills  with  more 
efficient  equipment  made  it  possible  for  millers 
to  reduce  unit  costs  if  they  could  increase 
volume.  Two  forces  were  helpful  to  the  millers 
during  the  1950's:  (1)  The  marked  increase 
in  the  demand  for  mixed  feed  which  was 
associated  with  the  rapid  growth  in  both 
livestock  and  poultry  operations  in  California, 
and  (2)  The  shift  from  sacks  to  bulk  handling 
for  delivery.  Bulk  handling  of  feed,  prepared 
according  to  the  formulas  provided  by  the 
sellers  and  accepted  by  the  buyers,  minimized 
product  differentiation  through  proprietary 
brands  and  increased  price  competition  among 
millers  and  other  dealers. 


An  important  question  for  most  students  of 
agricultural  cooperation  pertains  to  the  limited 
objective  of  a  producers'  bargaining  group. 
Can  a  group  created  solely  to  bargain  for  lower 
prices  for  production  supplies  be  held  together 
after  it  has  accomplished  its  major  objective? 
In  fact,  the  researchers  on  this  study  became 
especially  interested  in  this  question  when 
their  preliminary  inquiry  indicated  that  several 
feed  bargaining  groups  were  experiencing 
difficulties  and  some  had  dissolved. 


Those  groups  that  remained  in  business  found 
it  necessary  to  supplement  their  feed  bargain- 
ing activities  by  assisting  their  members  in 
purchasing  other  supplies  and  services.  Other 
forms  of  cooperative  action  included  the  estab- 


lishment of  egg  grading  plants  and  egg  market- 
ing cooperatives.  Some  groups  sought  member 
interest  by  arranging  for  educational  programs, 
including  lectures  and  demonstrations  of  im- 
proved management  practices.  Others  arranged 
for  health  and  accident  insurance  plans  and 
other  fringe  services  to  members. 


Sources  of  Information 

Since  this  is  the  first  study  of  the  California 
poultry  feed  bargaining  groups,  all  information 
had  to  be  obtained  from  participants  in  the 
program — poultrymen,  feed  millers,  and  offi- 
cers of  the  bargaining  groups.  The  groups 
kept  a  minimum  of  written  records.  In  fact, 
with  the  exception  of  the  contract  between  the 
group  and  the  miller  and  a  record  of  minor 
expenses  paid  from  the  groups'  revolving 
funds,  all  financialtransactions  of  consequence 
were  between  the  group  members  and  the 
miller. 

With  the  help  of  the  Federal  Extension 
Service  and  feed  millers,  the  authors  were 
able  to  locate  and  study  certain  aspects  of 
the  organization  and  operating  practices  of 
the  13  chartered  cooperative-type  and  3  in- 
formal (unchartered)  bargaining  groups  that 
operated  in  California  between  1948  and  1965. 
We  believe  that  these  16  groups  were  the  only 
ones  organized  in  California  up  to  1966  (3  of 
the  groups  had  gone  out  of  business  by  1965). 
In  addition,  we  questioned  a  sample  of  the 
members  of  the  13  active  groups  as  well  as 
a  sample  of  millers  under  contract  and  poten- 
tial suppliers  of  feed  for  the  groups  (appendix 
A).  A  group  of  three  producers  that  called 
itself  a  feed  bargaining  cooperative  was  omitted 
from  this  study  because  it  purchased  feed  from 
a  mill  owned  by  one  of  its  members. 

Each  type  of  group  was  created  to  bargain 
or  negotiate  with  millers  for  prices  of  feed 
purchased  by  its  members.  Hence,  the  term 
group  includes  all  feed  bargaining  groups — 
chartered  or  unchartered — in  this  study  unless 
stated  otherwise. 


DEVELOPMENT  AND  PRESENT  STATUS  OF  POULTRY  FEED 

BARGAINING  GROUPS 


After  World  War  II,  the  price  of  eggs 
declined  in  response  to  the  supply-demand 
situation.  Government  efforts  to  relieve  the 
pressure  of  supply  on  the  market  through  its 
purchase  and  surplus  removal  activities  were 
only  partially  successful.  This  left  many 
California  producers  with  an  impression  that 
relatively  low  prices  were  likely  to  continue. 
Those  who  wanted  to  remain  in  a  rather 
competitive  business  had  to  find  some  means 
for  lowering  their  cost  of  production.  The 
possibilities  were  to:  (1)  seek  economies  of 
scale  for  the  firm  by  increasing  flock  size, 
so  as  to  use  labor  and  facilities  more  fully, 
and  possibly  gain  price  concessions  on  feed 
and  other  supplies  and  services,  (2)  improve 
the  feed-egg  conversion  ratio,  (3)  insure 
better  control  of  diseases  and  physical  hazards 
to  the  birds,  and  (4>  reduce  the  various  input 
costs  through  volume  buying  with  other  egg 
producers. 

Each  of  the  managerial  techniques  for  lower- 
ing costs  was  employed.  However,  the  main 
emphasis  of  the  groups  studied  was  the  de- 
velopment and  use  of  group  bargaining  power 
to  lower  feed  prices. 


Legal  Basis 


The  right  of  egg  producers  to  organize 
for  the  purpose  of  mutual  help  is  affirmed 
in  Section  6  of  the  Clayton  Act  which  states 
that: 

".  .  .  Nothing  contained  in  the  antitrust 
laws  shall  be  construed  to  forbid  the 
existence  and  operation  of  labor,  agricul- 
tural or  horticultural  organizations,  in- 
stituted for  the  purposes  of  mutual  help, 
and  not  having  capital  stock  or  conducted 
for  profit,  or  to  forbid  or  restrain  indi- 
vidual   members    of   such   organizations 


from  lawfully  carrying  out  the  legiti- 
mate objectives  thereof;  nor  shall  such 
organizations  or  the  members  thereof, 
be  held  or  construed  to  be  illegal 
combinations  or  conspiracies  in  re- 
straint of  trade,  under  the  antitrust 
laws." 

Producers  who  organize  and  operate  in 
concert  on  matters  of  mutual  interest  in 
their  agricultural  business  are  not  acting 
illegally  under  Federal  laws.  However, 
the  U.S.  Supreme  Court  has  held  that 
farmer  cooperatives  have  "no  special 
immunity  .  .  .  which  would  not  exist  for 
any  other  business  entity  under  like  condi- 
tions."^ 

Thirteen  of  the  feed  bargaining  groups 
surveyed  were  organized  as  cooperatives 
under  the  Agricultural  Code  of  the  State  of 
California,  Division  6,  Chapter  4,  Section 
1194(a),  which  states  that: 

"Each  association  incorporated  under  this 
chapter  may:  (a)  Engage  in  .  .  .  any  ac- 
tivity in  connection  with  the  purchase, 
hiring,  or  use  by  its  members  of  supplies, 
machinery  or  equipment,  or  in  the  financ- 
ing of  any  such  activities;  or  in  any  one 
or  more  of  the  activities  specified  in  this 
section." 

As  mentioned,  the  other  three  groups 
were  informal,  unchartered  organiza- 
tions. 


U.S.  Department  of  Agriculture,  Farmer  Coopera- 
tives in  the  United  States,  Washington,  D.C.  U.S. 
Government  Printing  Office,  1965,  FCS  Bulletin,  1, 
(Revised).  Also  see  United  States  vs.  Maryland  and 
Virginia  Milk  Producers  Association,  Inc.,  362  U.S. 
458  (1960);  United  States  vs  Borden  Company,  308 
U.S.  188  (1933). 


Development  and  Growth 

The  first  feed  bargaining  group  in  California 
was  organized  as  a  cooperative  in  1948  in  the 
Baldwin  Park  area  near  Los  Angeles.  This 
cooperative  and  others  in  southern  California, 
were  helped  in  organizing  by  the  Farm  Bureau 
and  the  Agricultural  Extension  Service  offices 


in  the  various  counties.  The  chronology  of  the 
organization  and  other  statistics  are  shown  in 
table  1. 

Sixteen  poultry  feed  bargaining  groups  were 
organized  by  California  egg  producers  between 
1948  and  1963,  three  disbanded  between  1962 
and  1964,  and  two  terminated  their  business 
in    1965    (table    1).    The   alleged  high  cost  of 


TABLE  1. — Organization,  membership,  and  size  of  California  feed  bargaining  groups,  1965 


Membership 

Layers  in 
group 
flocks 

Bargaining 
group 

Date 
chartered 

Charter 
members 

Peak 

In 
1965 

Projected 

by 

management 

Computed 
annual  feed 
purchased  ^ 

Year 

Number 

Year 

Number 

Number 

Number 

Number 

Tons 

A 

1960 

5 

(2) 

7 

3 

7 

40,000 

1,971 

b3 

1950 

15 

1955-1958 

35 

0 

0 

— 0— 

— 0— 

C 

1963 

4 

~ 

~ 

7 

(*) 

170,000 

8,877 

D 

1950 

15 

1958 

60 

24 

7 

250,000 

12.319 

E 

1956 

9 

1958 

60 

35 

{') 

350,000 

17,246 

F3 

1959 

5 

(') 

11 

6 

0 

28.000 

1,380 

G 

1948 

30 

{') 

(2) 

16 

35 

256,000 

12,614 

H 

1955 

12 

1958 

21 

7 

7 

75,000 

3,696 

I 

1951 

27 

1958 

33 

19 

13 

550,000 

27,101 

J« 

1963 

3 

— 

— 

3 

3 

180,000 

8,869 

K 

1950 

22 

1958 

35 

3 

3  or  0 

96,000 

4,730 

L3 

1958 

20 

(2) 

20 

10 

0 

100,000 

4,927 

M 

1957 

4 

1960 

11 

6 

30 

52,orj 

2.562 

N 

1953 

5 

1957 

35 

15 

15 

146,000 

7,194 

03 

1954 

9 

1958 

13 

0 

0 

— 0— 

— 0— 

p3 

1958 

6 

1958 

6 

0 

0 

— 0— 

—0— 

^  Based  on  27  pounds  per  100  layers  per  day,  or  49,03  tons  per  1,000  layers  per  year. 

^  Interviewees  were  unable  to  furnish  data. 

^  Group  dissolved  by  the  end  of  1965. 

*  Interviewee  projected  an  increase  in  membership. 

^  Interviewee  projected  a  decrease  in  membership. 

^  An  informal  group. 


membership  was  a  factor  in  the  dissolution 
of  cooperatives  B,  F,  L,  and  O  during  1964 
and  1965  (table  1).  Only  4  of  the  remaining 
11  groups  expected  to  increase  their  mem- 
bership beyond  that  of  1965.  Even  these 
projections  of  membership  growth  were 
dubious. 

Feed  bargaining  groups  were  active  in  11  of 
the  15  major  egg-poultry  producing  counties 
during  1965.  Only  Sonoma,  one  of  the  major 
producing  counties,  had  no  bargaining  group. 
This  is  understandable  in  view  of  the  strong 
purchasing  cooperative  operated  by  the 
poultry-dairy  producers  in  that  area. 

The  three  areas  of  the  State  in  which  the 
bargaining  groups  and  their  members  were 
located  are  shown  in  figure  1.  Area  I  consists 
of  Los  Angeles,  Riverside,  and  San  Bernardino 
counties;  Area  II  includes  Orange  and  San 
Diego  counties;  and  Area  III  encompasses 
Tulare,  Fresno,  Madera,  Merced,  Stanislaus, 
and  San  Joaquin  counties.  The  members  were 
clustered  near  suppliers  in  local  areas  within 
the  counties. 

The  distribution  among  the  13  active  groups 
of  the  total  number  of  layers  for  which  feed 
and  other  supplies  were  needed  is  shown  in 
table  1.  The  number  of  layers  in  the  groups 
ranged  from  28,000  to  550,000  with  a  median 
of  146,000.  On  the  basis  of  the  preliminary 
data  from  the  Federal-State  Crop  and  Live- 
stock Reporting  Service  and  County  Agricul- 
tural Crop  Reports  (1964),  it  appears  that  the 
feed  bargaining  groups  negotiated  for  prices  on 
about  113,500  tons  of  mixed  feed.  This  supplied 
about  6.4  percent  of  the  chicken  population  in 
the  State  and  about  9.4  percent  of  the  chickens 
in  the  11  counties  where  the  groups  operated. 
The  greater  number  bought  feed  through  regu- 
lar commercial  channels  or  farm  supply-type 
cooperatives. 

The  membership  of  the  bargaining  groups 
rose  from  67  during  1948-50  to  347  in  1959. 
Some  interviewees  claimed  that  the  member- 
ship was  at  a  peak  in  1958,  but  there  are  no 
records  to  support  the  claim.  By  1965,  the 
membership  of  the  active  groups  had  dropped 
to  154  (table  1).  The  number  of  members  in 
the  groups  ranged  from  3  to  35;  the  median 
was    7.   Even  though  the  memberships  in  the 


active  groups  were  decreasing,  volume  was 
being  maintained  because  of  an  increase  in 
individual  flock  sizes  and  the  total  layers  for 
a  group. 

Officers  and  members  of  active  feed  bargain- 
ing groups  mainly  attributed  the  decline  of 
memberships  in  the  Los  Angeles  and  Orange 
County  groups  to  the  retirement  of  members 
from  the  poultry-egg  business,  because  of  age 
or  an  opportunity  to  sell  their  land  advanta- 
geously, or  both.  The  cost-price  squeeze  was 
given  as  the  main  reason  for  the  decline  in 
the  number  of  poultrymen  and  group  member- 
ships in  other  areas  of  the  State.  While  there 
was  some  indication  of  feed  milling  firms 
buying  out  egg  producers  to  supply  eggs  for 
the  mills'  subsidiary  businesses  of  buying 
and  selling  eggs,  only  one  miller  gave  this 
as  a  business  objective. 

Other  factors  accounting  for  a  loss  in 
memberships  among  the  groups  were:  (1)  A 
belief  that  feed  bargaining  groups  had  accom- 
plished their  objective  of  lowering  feed  prices 
and  were  no  longer  effective  as  bargaining 
agents,  (2)  inability  of  members  to  continue 
to  meet  the  contract  terms  for  payment  for 
feed,  and  (3)  personal  differences  among 
members. 


Factors  Limiting  the  Size  of  Groups 

The  number  and  size  of  poultry  feed  mills 
that  could  and  would  bid  for  group  feed  con- 
tracts, and  the  desire  of  members  to  maintain 
a  loose-knit  minimum  service  and  cost  opera- 
tion, were  considered  the  primary  factors 
limiting  the  size  of  the  bargaining  groups 
during  the  first  few  years  of  operation.  The 
ability  of  applicants  to  meet  the  credit  rating 
requirements  of  the  groups  was  regarded  as 
of  some  importance.  The  authors  believe  that 
a  very  important  limiting  force  was  the  lack 
of  a  membership  recruiting  program.  In  fact, 
the  attitude  prevailing  among  members  was 
that  since  the  groups  had  served  their  purpose, 
there  was  no  use  trying  to  hold  them  together, 
much  less  to  recruit  new  members. 

Both  millers  and  group  members  agreed 
that    a    bargaining   group   could   become   too 


FIGURE  1 


LOCATION  OF,  AND  TOTAL 
LAYERS  IN,  ACTIVE  FEED 
BARGAINING  GROUPS, 
BY  AREA, 
CALIFORNIA,  1965 


T0TAL=16  GROUPS 
(3  INACTIVE) 


(520,000  layers; 


large,  in  terms  of  its  feed  requirements,  to 
get  the  maximum  number  of  contract  bids. 
Conversely,  a  group  could  control  too  small 
a  volume  to  exercise  much  bargaining  power 
with  millers.  Only  one  group  had  limited  its 
membership   to   keep   its  total  feed  require- 


ments at  a  level  that  could  be  supplied  by 
any  one  of  the  millers  in  its  area.  The  secre- 
tary of  that  group  stated  that  any  increase  in 
membership  would  have  raised  the  supply 
requirements  to  a  level  where  only  two  mills 
would  have  submitted  bids.  Two  groups  found 


that  their  members  had  increased  their  flock 
sizes  to  a  point  where  their  total  feed  require- 
ments were  too  large  to  attract  bids  from 
any  miller.  This  was  due  mainly  to  an  un- 
willingness of  millers  to  have  too  much  of 
their  volume  dependent  on  one  group  contract. 
Each  of  the  two  groups  solved  their  size 
problem  by  splitting  into  new  entities,  each  of 
which  was  small  enough  to  obtain  bids  from 
any  of  the  mills  in  the  area. 

It  is  significant  that  each  of  the  local  mills 
that  consistently  held  group  contracts  had 
gradually  increased  its  capacity  to  supply  its 
group  and  nongroup  customers.  This  expansion 
of  local  mills,  which  were  catering  to  groups, 
was  stimulated  by  the  exodus  of  most  of  the 
national  or  regional  line  milling  firms  from 
southern  California  after  1948.  The  growth 
was  tempered,  however,  by  the  increase  in 
the  number  of  large  egg  producers  who  had 
started  their  own  feed  milling  and  mixing 
operations. 

Some  interviewees  maintained  that  the  mem- 
bership of  a  group  should  not  exceed  25  if 
membership  unity  was  to  be  maintained.  They 
believed  that  to  operate  effectively  as  loose- 
knit  organizations,  good  personal  relations 
among  the  group  members  was  necessary;  and 
that  basic  goals  of  the  members  must  coincide 
or  cooperation  would  disappear. 

A  monthly  group  feed  order  of  500  to  1,000 
tons  was  considered  the  most  desirable  by 
some  of  the  members  interviewed.  Millers 
were  more  concerned  with  the  volume  of  feed 
controlled  by  a  group  than  the  number  of 
members. 


Future  Plans 

Only  groups  A,  C,  G,  and  M  expected  to 
expand  their  membership.  The  management 
of  each  of  these  organizations  believed  that 
more  members  were  needed  to  get  the  volume 
required  to  bargain  most  successfully  with 
prospective  feed  suppliers.  Groups  A,  C,  and 


M  were  located  in  the  newer  produc- 
ing areas  which  were  started  as  a  re- 
sult of  producers  moving  from  near  urban 
centers. 

The  unwillingness  or  inability  of  the  re- 
maining groups  to  increase  their  membership, 
according   to  those  interviewed,  arose  from: 

(1)  A  belief  that  the  group  had  served  its 
primary  purpose  of  forcing  prices  to  their 
lowest  level  and  the  individual  producer  could 
get  equally  satisfactory  prices  from  sellers, 

(2)  competition  among  millers  would  keep 
prices  down  to  a  level  equaling  those  of  the 
group  contracts,  and  (3)  the  per  member  cost 
of  operating  the  group  was  too  high,  es- 
pecially when  there  were  only  three  or  four 
members. 


Qualifications  for  Membership 

Feed  bargaining  groups  considered  sev- 
eral factors  before  accepting  or  voting  upon 
a  request  for  membership.  Principal  ones 
were: 

CREDIT 

Groups  bargained  for  feed  on  the  basis  that 
the  buyers'  accounts  would  be  settled  within  10 
to  14  days  after  delivery.  (A  2-percent  discount 
was  given  to  both  group  and  nongroup  patrons 
who  paid  within  that  period.)  Therefore,  the 
most  emphasized  factor  for  membership  was 
an  applicant's  credit  rating  and  his  ability  to 
make  the  cash  payments  when  due.  This  matter 
was  handled  in  one  of  three  ways:  (1)  Seven 
groups  had  to  approve  the  applicant's  credit 
rating  and  estimate  his  ability  to  meet  the  cash 
payment  dates,  (2)  seven  groups  left  the  matter 
of  credit  rating  and  ability  to  pay  up  to  the  feed 
mill,  and  (3)  two  groups  did  not  mention  the 
matter  of  credit  and  cash  payment  ability,  but 
it  was  considered  informally.  Some  mills  ex- 
tended credit  beyond  the  10-  to  14-day  period 
When  this  was  done  for  a  group  member,  the 
group's  credit  guarantee  for  that  member  was 
removed. 


PATRONAGE 

The  bargaining  power  of  the  groups  was 
associated  with  the  volume  of  feed  required 
by  the  members  of  the  respective  organi- 
zations. Since  feed  mills  were  willing  to 
submit  competitive  bids  based  on  minimum 
purchases  by  members  of  a  given  group,  it  was 
important  that  members  buy  all  or  most  of 
their  feed  from  the  contract  mill  or  dealer. 
Therefore,  eight  of  the  cooperative  groups 
required  their  members  to  sign  a  membership 
agreement  which  specified  a  minimum  monthly 
purchase  of  feed.  The  remaining  groups  ap- 
parently achieved  their  patronage  objective 
informally  but,  in  each  instance,  members 
knew  their  bargaining  group  had  a  commit- 
ment with  a  mill  or  dealer  for  a  minimum 
volume. 


resigned  of  his  own  volition.  Three  groups  did 
not  have  such  fees  or  dues. 


Characteristics  of  Membership 

The  two  common  problems  confronting  the 
management  of  all  cooperative  organizations 
are  keeping  their  members  satisfied  with  the 
services  of  their  organization  and  working 
toward  the  achievement  of  the  group  objective. 
These  management  problems  often  are  severe 
even  among  marketing  and  supply  cooperatives 
in  which  the  members  have  invested  consid- 
erable amounts  of  capital.  They  are  acute 
among  bargaining  groups  which  are  held  to- 
gether only  by  loose  contractual  arrangements 
which  commit  members  to  purchase  their  feed 
supplies  from  a  contracting  supplier. 


Both  contract  mills  and  groups  were  in- 
terested in  keeping  milling  and  delivery  costs 
to  a  minimum  consistent  with  members' needs. 
Therefore,  location  of  the  applicant's  farm  in 
relation  to  the  contracting  mill  and  other 
members  was  especially  important. 


PERSONAL  ATTRIBUTES 

Cooperativeness  was  considered  essential 
for  membership,  particularly  in  the  smaller 
organizations.  A  given  religious  or  social 
background  of  an  applicant  was  a  requisite  in 
attaining  membership  in  two  of  the  groups. 


MISCELLANEOUS 

Other  qualifications  for  membership  in- 
cluded: (1)  An  agreement  to  adhere  to  the 
objectives  of  the  group,  (2)  sponsorship  by  a 
member,  and  (3)  willingness  to  use  outside 
help  on  feed  nutrition  problems.  The  13  co- 
operative-type organizations  had  membership 
fees  ranging  from  $5  to  $20  and  one  group 
charged  annual  dues  of  $5.  Seven  of  the  13  re- 
turned the  membership  fee  when  the  individual 


LOYALTY  AND  COOPERATIVE  EXPERIENCE 

Since  membership  fees  and  dues  are  nominal 
and  there  is  no  major  capital  commitment  to 
the  organization,  the  personal  ties  among  the 
members  have  to  be  strong,  and  the  financial 
benefits  attractive.  This  "spirit  of  together- 
ness" and  the  financial  benefits  were  discussed 
by  each  person  interviewed. 

Responsible  and  successful  experience  in 
other  cooperatives — bargaining,  marketing, 
and  supply — was  regarded  by  many  as  an 
indicator  of  the  ability  and  willingness  of  an 
applicant  or  a  member  to  maintain  an  active 
interest  in  cooperative  action.  In  this  respect, 
we  found  that  50  percent  of  the  members  of 
poultry  feed  bargaining  groups  had  previous 
experience  in  other  cooperatives  ranging  from 
2  to  20  years.  At  the  time  of  this  survey,  some 
interviewees  were  members  in  another  co- 
perative.  Their  experience  in  feed  bargaining 
groups  ranged  from  2  to  17  years;  and  their 
years  in  the  poultry  business  ranged  from  4  to 
36,  and  averaged  15  (table  2). 

The  ages  of  the  members  ranged  from  23 
to  66  years;  the  average  was  49  years.  Five 


TABLE  2. — Selected  statistics  concerning  40  members  of  California  feed  bargaining  groups,  1965 


Years  in 

Age 

Layers 

Membership 

Member 

code 

poultry 

in 

in 

Years  in  feed 

Other  cooperatives 

Years  in 

number 

business 

years 

flock 

bargaining 
group 

in  which 

membership 

previously  held 

other 
cooperatives 

Number 

I 

23 

54 

70,000 

17 

5 

2 

8 

48 

7,000 

6 

4 

3 

20 

64 

1,600 

6 

8 

4 

12 

42 

90,000 

2 

2 

8 

5 

5 

49 

50,000 

2 

3 

6 

8 

43 

30,000 

3 

3 

7 

36 

60 

18,000 

6 

8 

8 

16 

44 

11,500 

6 

9 

9 

12 

48 

38,000 

6 

4 

10 

18 

58 

20,000 

10 

2 

9 

11 

26 

47 

10,000 

10 

6 

12 

5 

23 

90,000 

5 

2 

13 

24 

65 

7,000 

7 

18 

14 

13 

50 

200,000 

6 

7 

15 

35 

53 

12,000 

10 

2 

16 

12 

45 

16,000 

9 

3 

17 

16 

41 

15,000 

5 

5 

18 

13 

40 

15,000 

8 

3 

19 

25 

52 

8,000 

12 

17 

20 

23 

66 

20,000 

15 

20 

21 

11 

38 

13,000 

8 

1 

2 

22 

5 

35 

50,000 

4 





23 

9 

64 

7,000 

9 

— 



24 

17 

42 

100,000 

16 

-_ 

— 

25 

13 

48 

15,000 

10 

— 

-- 

26 

12 

49 

8,000 

11 

— 



27 

9 

40 

15,000 

9 

— 



28 

17 

54 

5,000 

17 

— 

-_ 

29 

11 

35 

40,000 

1 

— 



30 

4 

64 

10,000 

4 

~ 

~ 

31 

18 

64 

3,500 

4 

__ 

__ 

32 

10 

40 

10,000 

4 

— 



33 

4 

54 

7,000 

2 





34 

9 

38 

16,000 

4 





35 

15 

49 

3,000 

6 





36 

17 

41 

12,000 

5 

— 

— 

37 

12 

53 

10,000 

3 

— 

— 

38 

16 

45 

12,500 

8 





39 

7 

64 

3,000 

7 

— 

-_ 

40 

16 

51 

4,000 

3 

~ 

~ 

of   the   members    interviewed  were  under  40 
years  of  age;  15  were  over  50. 


FLOCK  SIZE,  FEED  REQUIREMENTS, 
AND  SUPPLEMENTARY  SERVICES 

The  ability  of  the  group  to  place  the  total 
feed  business  of  its  members  with  one  sup- 
plier, rather  than  another,  was  an  especially 
important  bargaining  weapon,  particularly 
when  small  supplier  firms  were  in  keen  com- 
petition for  the  available  feed  business.  The 
13  active  bargaining  groups  accounted  for 
2,293,000  layers,  4  months  or  older,  on  Cali- 
fornia farms  in  1965  (tables  land 3 and  fig.  1). 
The  effectiveness  of  the  groups  as  bargaining 
agents  depended  on  the  degree  of  concentration 
of  the  flocks  in  a  specific  area  or  areas.  In 
this  respect,  the  study  disclosed  that  1,967,000 
layers  belonging  to  members  of  the  groups  were 
concentrated  in  southern  California.  This  rep- 
resented about  86  percent  of  the  total  layers  in 
the  groups'  flocks  in  1965. 

The  flock  size  of  members  ranged  from 
1,600  to  200,000  layers,  with  an  average  of 
14,890  layers.  The  average  flock  sizes  for 
group  members,  by  area,  are  shown  in  table  3. 

The  estimated  annual  feed  purchases  of  each 
of  the  16  organizations  are  given  in  table  1. 
Using  a  daily  return  of  27  pounds  of  feed  per 
100  chickens,  or  49.03  tons  per  1,000  layers 
per  year,  the  smallest  active  bargaining  group 
would   have   required    1,380  tons  of  feed  per 


TABLE  3. — Flock  size  in  feed  bargaining  groups, 
by  area,  1965 


Area 

Poultrymen 
in  feed 

bargaining 
groups 

Total  layers 

in  member 
flocks  ^ 

Average  size 

of  flock  of 

group  members 

Number 

I 

II 
III 

75 
42 
37 

1,447,000 
520,000 
326,000 

19,293 
12,380 

8,810 

Total  or 
average 

154 

2,293,000 

14,890 

^ Total  for  each  area  is  represented  by  data  obtained 
from  bargaining  group  interviewees. 


year;   the   largest,    27,101    tons.  The  median 
was  7,194  tons. 

Purchases  of  the  estimated  volumes  indi- 
cated in  table  1  may  have  been  of  minor  im- 
portance to  some  feed  mills.  For  others,  as 
many  as  four  bargaining  groups'  members 
purchased  from  the  same  mill,  which  accounted 
for  more  than  40  percent  of  that  mill's  sales 
volume.  In  another  case,  the  mill  depended  on 
bargaining  groups  for  more  than  52  percent  of 
its  business. 

The  additional  member  services  developed 
by  the  various  groups  are  listed  in  table  4. 


TABLE  4, — Services  available  to  feed  bargaining  group  members 


Services 

- 

Bargaining 

At  time 

Subsequent 

Available 

group 

of  organization 

additions 

in  1965 

A 

Egg  marketing 

Chick  bargaining 
Feed  bargaining 

Feed  bargaining 

Bi 

Feed  bargaining 

Vaccine  purchasing 

~ 

C 

Feed  bargaining 

Egg  marketing 

Feed  bargaining 

See  footnote  at  end  of  table. 
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TABLE  4. — Services  available  to  feed  bargaining  group  members — Continued 


Services 

Bargaining 

At  time 

Subsequent 

Available 

group 

of  organization 

additions 

in  1965 

D 

Feed  bargaining 

~ 

Feed  bargaining 

E 

Feed  bargaining 

Egg  marketing 

Feed  bargaining 

\ 

Cull  marketing 

Cull  marketing 

Fertilizer  marketing 

Fertilizer  marketing 

Membership  insurance 

Egg  marketing 

F 

Feed  bargaining 

Discount  cards 

Feed  bargaining 
Education 
Discount  card 

G 

Chick  bargaining 

Feed  bargaining 

Feed  bargaining 

H 

Feed  bargaining 
Egg  marketing 

~ 

Feed  bargaining 

I 

Feed  bargaining 

— 

Feed  bargaining 

J 

Feed  bargaining 

~ 

Feed  bargaining 

K 

Feed  bargaining 

Formula  control 

Feed  bargaining 
Formula  control 

L 

Feed  bargaining 

~ 

Feed  bargaining 

M 

Feed  bargaining 

Egg  grading  plant 

Feed  bargaining 
Egg  grading  plant 

N 

Feed  bargaining 

~ 

Feed  bargaining 

01 

Feed  bargaining 

Miscellaneous  poultry 
and  building  supplies 

~ 

Pi 

Feed  bargaining 

~ 

~ 

^  Group  dissolved  before  1965. 


ORGANIZATION  AND  MANAGEMENT 


Bylaws  set  forth  the  organizational  struc- 
ture and  major  policies  of  the  associations. 
Boards  of  directors  established  other  policies 
and  practices. 

Bylaws 

The  organization,  management  structure, 
and  policies  relating  to  eligibility  for  mem- 


bership in  and  the  operation  of  feed  bar- 
gaining groups  usually  were  specified  in 
the  bylaws  of  the  11  chartered  coopera- 
tives that  were  operating  in  1965.  Bylaws 
of  one  cooperative  are  included  in  ap- 
pendix B.  The  two  active  informal  groups 
had  neither  bylaws  nor  boards  of  direc- 
tors. 
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REQUIREMENTS  FOR  GROUP  MEMBERSHIP 

Bylaws  of  several  bargaining  groups  re- 
quired that  members: 

a.  Be  engaged  in  the  poultry  egg  or  meat 
industry. 

b.  Live  within  a  certain  radius  of  the  group 
headquarters  or  some  other  agreed-upon 
point. 

c.  Purchase  a  minimum  amount  of  feed  per 
time  period  or  per  delivery. 

d.  Make  no  request  for  special  services 
of  the  miller,  other  than  those  agreed 
upon  in  the  contract  between  the  group 
and  the  supplier. 

e.  Purchase  one  or  more  of  the  approved 
formulas  cited  in  the  contract. 

f.  Pay  the  miller  for  feed  within  10  or  14 
days  after  delivery. 

g.  Agree  to  pay  the  contractor  a  stipulated 
amount  above  the  contract  price  of  feed 
which  the  contractor  subsequently  will 
transmit  to  the  member's  bargaining 
group  for  inclusion  in  its  revolving  fund. 

h.  Submit  a  financial  statement  to  the  group 
or  to  the  contractor  as  a  basis  for  a 
determination  of  his  credit  rating. 

i.  Sign  a  formal  membership  agreement 
with  the  bargaining  group. 


MEMBERSHIP  AGREEMENT 

An  organization  which  binds  itself  to  a  feed 
supplier  by  a  formal  contract  usually  requires 
its  members  to  be  bound  to  it  by  a  membership 
agreement.  Eight  of  the  sets  of  bylaws  of  the 
feed  bargaining  groups  required  their  members 
to  sign  such  an  agreement.  Even  though  mem- 
bers in  the  remaining  groups  signed  contracts, 
they  usually  were  expected  to  buy  all  of  their 
poultry  feed  from  their  group's  contract  miller. 

The  five  agreements  that  were  obtained 
and  analyzed  included  the  following  in  addition 
to  eligibility  items  "a"  to  "i"  in  the  bylaws: 

1.    All   feed   had   to    be   purchased  through 
the  contractor,  except  for  an  allowable 


percentage — 2  to  10  percent — which  could 
be  purchased  for  experimental  purposes. 

2.  Penalties  could  be  levied  on  a  member 
who  purchased  feed  for  nonmembers  or 
for  other  violations  of  the  feed  contract. 
The  penalties  ranged  from  $1  per 
hundredweight  for  feed  purchased  for  a 
nonmember  to  $100  for  other  violations 
of  the  agreement. 

3.  A  30-  to  90-day  written  notice  of  mem- 
bership cancellation  was  required  in 
most  cases.  In  one  group,  a  member 
could  cancel  his  membership  only  at  the 
end  of  a  calendar  or  fiscal  year. 

The  feed  bargaining  groups  in  turn  were 
committed  to  their  members  to  do  the  following: 

1.  Negotiate  for  the  most  desirable  prices 
for  approved  formula  feeds. 

2.  Negotiate  for  prices  on  other  fXDultry 
supplies,  grains,  and  feed  ingredients 
ordered  by  the  members. 

3.  Cooperate  with  other  groups  and  organi- 
zations to  improve  the  quality  of  poultry 
feed. 

INTERNAL  ORGANIZATION  AND  MANAGEMENT 
STRUCTURE 

The  bylaws  of  each  of  the  11  chartered 
groups  provided  for  the  election  of  a  board  of 
directors  and  the  appointment  or  election  of 
officers  to  operate  their  organization,  including 
a  president,  secretary,  treasurer,  and  ac- 
countant. 

The  duties  of  the  officers  varied  considerably 
among  groups.  The  elected  secretary  acted  as 
treasurer  in  7  of  the  groups  and  was  responsi- 
ble for  the  group's  funds  (table  5),  while 
8  groups  had  elected  treasurers.  (One  group 
had  neither  a  secretary  nor  treasurer.)  Seven 
of  the  13  active  groups  employed  part-time 
accountants  to  assist  the  treasurer  or 
secretary-treasurer  in  maintaining  the  group's 
financial  records.  One  cooperative  maintained 
a  hired  secretary  who  also  served  as  treasurer 
and  accountant.  The  duties  of  the  secretary- 
treasurer,  treasurer,  and  accountant  included 
one  or  any  combination  of  accounting,  tax 
reporting,  and  treasurer  activities.  None  em- 
ployed a  full-time  manager  or  secretary. 
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TABLE  5. — Distribution  of  management  responsibilities  in  bargaining  groups 


Operating 
policies 

Responsibility  for — 

Number  of 

Bargaining 
group 

Contract 
negotiations 

Contract 
signature 

Minutes  and 
correspondence 

Group 
records 

Group 
funds 

meetings 
annually 

A 

Member  approval 

Members 

All  members 

Secretary 

Secretary 

Secretary 

12 

B 

Members 

Feed  committee 

President  and 
secretary 

Secretary 

Accountant 

Treasurer 

4 

C 

Members 

President 

Verbal 

Secretary 

Treasurer 

Treasurer 

U 

D 

Directors  with 
member  approval 

Feed  committee 

President  and 
feed  committee 
chairman 

Secretary 

Accountant 

Treasurer 

4 

E 

Directors  with 
member  approval 

Feed  committee 

President  and 
secretary 

Secretary 

Accountant 

Treasurer 

12 

F 

Members 

Feed  committee 

President  and 
secretary 

Secretary 

Accountant 

Treasurer 

12 

G 

Directors  with 
member  approval 

Feed  committee 
and  directors 

President  and 
secretary 

Secretary 

Accountant 

Secretary 

12 

H 

Members 

Feed  committee 

Verbal 

Secretary 

Secretary 

Secretary 

'2 

I 

Directors  with 
member  approval 

Feed  committee 
and  secretary 

President  and 
secretary 

Secretary 

Secretary 

Secretary 

12 

J 

Members 

Members 

Verbal 

None 

None 

None 

C) 

K 

Members 

Directors 

President  and 
secretary 

Secretary 

Treasurer 

Treasurer 

12 

L 

Members 

Feed  committee 

President  and 
secretary 

Secretary 

Treasurer 

Treasurer 

4 

M 

Directors  with 
member  approval 

President 

President  and 
secretary 

Secretary 

Accountant 

Secretary 

12 

N 

Directors  with 
member  approval 

Feed  committee 

President  and 
secretary 

Secretary 

Accountant 

Treasurer 

12 

0 

Directors  with 
member  approval 

Feed  committee 

President  and 
secretary 

Secretary 

Accountant 

Secretary 

4 

P 

Members 

Members 

Verbal 

Secretary 

Secretary 

Secretary 

12 

^  Group  meets  only  when  a  problem  arises. 
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Among  the  elected  presidents,  duties  ranged 
from  the  negotiations  of  feed  contracts  to 
presiding  over  meetings.  In  eight  groups,  the 
president  and  secretary  were  responsible  for 
signing  the  feed  contract.  Of  the  remaining 
five  active  groups,  one  required  all  of  its 
members  to  sign  the  contract;  another  required 
the  signature  of  the  feed-committee  chairman 
and  the  president.  Three  groups  had  not  used 
written  contracts.  Ten  of  the  groups  had  a 
feed  committee  as  an  integral  part  of  their 
organization. 


MEETINGS  AND  POLICY  DECISION  PROCESS 

The  bylaws  of  six  of  the  groups  specified 
that  policy  decisions  initiated  by  the  board  of 
directors  had  to  be  approved  by  members  at 
their  regular  meetings.  In  the  remaining 
seven  active  groups,  the  members  formulated 
group  policies  at  their  regular  meetings. 
Since  the  membership  was  small,  this  pro- 
cedure was  workable. 

The  number  of  member  meetings  held  varied 
from  monthly  to  semiannually.  Nine  groups 
met  monthly,  five  quarterly,  one  semiannually 
or  whenever  a  problem  arose,  and  one  met 
only  when  a  problem  arose  concerning  feed 
formulas  which  had  been  submitted  to  the 
contract  mill  at  the  time  of  negotiations. 

The  meetings  ranged  in  length  from  1-hour 
business  meetings  to  monthly  4-hour  business- 
social  dinner  meetings  for  the  poultrymen  and 
their  wives.  The  dinner  meetings  usually  con- 
sisted of  a  planned  program  of  entertainment 
and  education.  The  speakers  often  ^\ere  spe- 
cialists in  poultry  management,  production, 
or  marketing. 

The  time  a  member  spent  on  group  activities 
was  directly  associated  with  the  position  he 
held  in  the  group.  Feed  committee  mem'ters, 
directors,  and  the  group  secretary  had  the 
largest  time  commitments,  sometimes  as 
much  as  5  hours  per  month.  Feed  committee 
meetings  often  were  dinner  meetings  hosted 
by  the  contract  miller.  In  general,  most 
members  spent  2  to  3  hours  per  month  at 
meetings. 


AUTHORITY  TO  NEGOTIATE  FEED 
CONTRACTS 

The  bylaws  of  some  groups  provided  for  a 
feed  committee  of  4  to  6  members,  either 
elected  by  the  members  or  appointed  by  the 
president  or  board  of  directors.  These  com- 
mittees negotiated  the  feed  contract  in  8  of  the 
13  active  groups.  In  two  cases,  the  president 
negotiated  the  contract;  in  another,  the  board 
of  directors;  and  in  the  remaining  groups,  the 
members  as  a  group  met  with  the  prospective 
contractors  (table  5).  The  feed  committee  usu- 
ally assembled  and  analyzed  the  bids  and 
subsequently  submitted  the  analysis  to  the 
members  who  then  made  a  choice  of  a  con- 
tractor. Ten  active  groups  used  written 
contracts;  three  relied  on  verbal  agree- 
ments between  the  millers  and  the  bargaining 
groups. 


Operating  Policies  and  Practices 

Directors  adopted  other  policies  and  prac- 
tices pertaining  to  operating  costs  and  methods 
of  financing. 


MINIMUM  SERVICE  AND  COST  OPERATION 

The  costs  incurred  by  a  feed  bargaining 
group  reflected  the  type  and  amount  of  serv- 
ices provided  to  the  members  for  which 
payment  was  made.  Donated  services  and 
facilities  were  not  given  a  value.  The 
factors  contributing  to  the  operating  cost 
of  a  feed  bargaining  group  were:  (1)  The 
State  franchise  tax,  (2)  fees  paid  to  an  ac- 
countant, (3)  dinner  meetings,  and  (4)  salary 
paid  to  a  secretary.  The  total  operating 
costs  of  the  13  active  groups  ranged  from 
nothing  to  $1,925  (table  6).  The  number  and 
cost  ($90  to  $1,000  annually)  of  group 
dinner  meetings  were  mainly  responsible  for 
costs  in  the  upper  range.  Excluding  the  cost 
of  dinners,  the  groups'  recorded  operating 
costs   ranged  from  nothing  to  $615  annually. 
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TABLE  6.~0perating  costs  of  feed  bargaining  groups,  1965 


Bargaining 
group 


Annual  salary  or  fees 


Secretary 


Accountant 


Dinners 

for 
members 


Miscellaneous 
expenses 


Total 

operating 

costs 


Dollars 


A 

0 

0 

0 

0 

0 

B 

0 

0 

0 

0 

0 

C 

0 

0 

0 

125 

125 

D 

0 

200  -  300 

0 

125 

325  -  425 

E 

0 

300 

0 

461 

761 

F 

0 

150 

0 

125 

275 

G 

0 

120 

1,000 

180 

1,300 

H 

0 

0 

0 

165 

165 

I 

500 

500 

800 

125 

1,925 

J 

0 

0 

0 

0 

0 

K 

240 

0 

0 

140 

380 

L 

0 

65 

90 

140 

295 

M 

100 

87 

0 

213 

400 

N 

240 

200 

0 

175 

615 

0 

0 

0 

0 

0 

0 

P 

0 

0 

0 

0 

0 

except  for  group  J,  which  paid  its  secretary- 
accountant  $1,000  per  year.  Seven  groups  had 
miscellaneous  office  expenditures,  which  usu- 
ally were  not  separated  from  the  secretaries' 
salaries. 


METHODS  OF  FINANCING 

As  already  indicated,  a  main  reason  for 
organizing  a  bargaining  group  is  to  minimize 
or  eliminate  any  capital  investment  in  process- 
ing or  distribution  facilities.  In  order  to  do 
this,  the  groups  must  operate  largely  on  the 


basis  of  minimum  service  and  a  "do-it- 
yourself"  plan.  All  of  this  implies  that  the 
members  must  contribute  work  and  the  use  of 
their  office  facilities  without  charge  to  the 
bargaining  organization.  Nonetheless,  some 
capital  is  required  for  operating  purposes.  It 
can  be  obtained  from  membership  fees,  dues, 
or  an  assessment  of  members  either  periodi- 
cally or  on  the  basis  of  patronage.  Each  method 
had  been  tried. 

Thirteen  groups  used,  or  had  used,  a  re- 
volving fund  for  obtaining  operating  capital 
and  a  cash  reserve  to  cover  the  groups'  guar- 
antees   of   members'    accounts    with  millers. 
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TABLE  7.~Methods  of  financing  feed  bargaining  groups,  1965 


Method  of  financing 

Revolving 

fund  charge 

per  ton 

« 

Times  fund 

is  revolved 

annually 

Percentage  of 

revolving  fund 

returned  to 

members 

Bargaining 
groups 

Revolving 
fund  used 

Assessment  of 

members  ~  basis 

for: 

Rebates^ 
declared 

Dollars 

Number 

Percent 

A 

No 

None 

— 

— 

~ 

— 

B 

Yes 

Pro  rata 

— 

2.00 

1 

N.A.2 

CS 

Yes 

Pro  rata 

— 

2.40 

1 

100 

D 

Yes 

Equal 

~ 

2.00 

1 

90 

e3 

Yes 

Pro  rata 

Yes 

2.00 

1 

100  plus 

F 

Yes 

Pro  rata 

— 

2,00 

2 

85 

G 

Yes 

Pro  rata 

Yes 

2.00 

1 

N.A. 

H4 

No 

Equal 

•— 

None 

— 

— 

I 

Yes 

Pro  rata 

Yes 

2.00 

4 

100  plus 

J 

No 

None 

— 

None 

~ 

~ 

K* 

No 

Equal 

— 

None 

~ 

N.A. 

L3 

Yes 

Pro  rata 

— 

2.00 

2 

N.A. 

M 

Yes 

Pro  rata 

— 

2.00 

1 

80 

N 

Yes 

Pro  rata 

~ 

1.00 

2 

N.A. 

03 

Yes 

Pro  rata 

-~ 

2,00 

1 

99 

P 

No 

None 

No 

None 

~ 

^  Rebates  received  by  the  group  from  the  contractor  were  based  on  group  or  member  purchases  from  contractor, 

2 N.A.  =  Not  available. 

3  Group  invested  revolving  fund  and  used  earnings  to  cover  all  or  part  of  the  group's  operating  cost. 

^  Group  previously  financed  its  operation  from  a  pro  rata  assessment  of  member's  share  in  the  revolving  fund. 


The  payments  into  the  groups'  funds  were  re- 
ceived from  each  group's  contract  miller,  who 
was  authorized  to  collect  from  each  member 
a  stipulated  amount  (about  $2  per  ton)  on  feed 
purchased.  In  other  words,  the  miller  became 
the  agent  of  the  group  for  the  purpose  of  col- 
lecting the  revolving  fund. 


In  1965,  eight  groups  financed  their  activi- 
ties by  a  pro  rata  assessment  of  each  mem- 
ber's part  in  the  revolving  fund.  One  group 
divided  its  cost  equally  among  its  members 
and  deducted  the  amount  from  the  revolving 
fund.  Two  groups  which  had  stopped  using  a 
revolving  fund  were  making  equal  assessments 
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to  cover  operating  costs.  Six  groups  were  able 
to  reduce  their  members'  direct  contribution 
to  group  expenses  either  by  using  the  rebate 
paid  to  the  group  ^  by  the  contractor  or  the 
earnings  from  the  invested  revolving  funds. 
One  unchartered  group  divided  its  work  among 
its  members  and  listed  no  cash  expenditures. 
The  groups  revolved  the  members'  certifi- 
cates, which  represented  assessments  or  re- 
volving fund  charges,  either  quarterly,  semi- 
annually, or  annually,  the  last  being  the  most 
common  (table  7).  The  percentage  of  the  re- 
volving fund  returned  to  each  member  of  the 
cooperative  groups  depended  upon  his  total 
contribution    minus    his  share  of  his  group's 


operating  cost.  Since  current  operating  ex- 
penses were  nominal  and  there  had  been  no 
defaults  on  members'  accounts  with  millers, 
most  of  the  groups  returned  a  substantial  part 
or  all  of  the  revolving  fund  to  their  members. 
The  secretaries  of  three  cooperatives  reported 
a  100-percent  repayment  of  their  members' 
contributions,  plus  some  earnings  on  the  fund 
investment  or  from  a  distribution  of  special 
quantity  rebates  made  to  the  cooperatives  by 
their  contractors.  Four  cooperatives  claimed 
that  from  80  to  99  percent  of  the  face  value 
of  the  certificates  was  repaid;  the  remaining 
secretaries  were  not  able  to  provide  this  in- 
formation. 


IMPLEMENTING  THE  OBJECTIVE  OF  A  BARGAINING  GROUP 


In  carrying  out  its  functions,  a  bargaining 
group  locates  suppliers,  negotiates  for  con- 
tract prices  and  services,  and  performs  col- 
lateral functions.  Members  also  may  conduct 
supplemental  activities  on  an  individual  or 
cooperative  basis. 


Locating  Suppliers 

Because  the  primary  function  of  a  feed 
bargaining  group  is  to  negotiate  with  millers 
for  the  most  favorable  feed  prices,  the  group 
must  first  locate  a  number  of  millers  who  are 
interested  in  selling  mixed  feed  to  members 
of  a  bargaining  group.  Initially,  this  was  diffi- 
cult. Up  to  1950,  millers  were  reluctant  to  sell 
to  groups  because  they  feared  their  regular 
customers  would  look  elsewhere  for  their  feed 
supplies  if  prices  based  on  volume  were  made 
to  group  members.  Also,  millers  recognized 
that  the  group  objective  was  to  reduce  miller 
margins  as  a  means  of  lowering  feed  prices. 


3  These  rebates  were  based  on  the  patronage  of  group 
members.  It  appears  that  they  amounted  to  a  subsidy 
to  the  group  from  the  contract  millers. 


This  objective  alarmed  millers.  However,  as 
the  groups  increased  in  number  and  member- 
ship and  their  purchases  became  more  im- 
portant to  millers,  competition  among  millers 
for  group  business  increased  markedly.  By 
1965,  a  majority  of  the  local  millers  were 
bidding  for  and  even  soliciting  group  business. 
In  fact,  12  of  the  bargaining  groups  contacted 
in  this  study  indicated  that  competition  for 
their  business  had  increased  since  they  were 
organized. 

In  order  to  understand  better  the  attitudes 
of  millers  toward  selling  to  feed  bargaining 
groups,  the  authors  interviewed  representa- 
tives of  13  feed  mills  currently  or  formerly 
under  contract  with  bargaining  groups,  or 
mills  that  had  not  done  business  with  such 
groups  either  by  choice  or  because  they  failed 
to  be  awarded  a  contract.  At  least  two  feed 
supply  cooperatives  were  among  the  unsuc- 
cessful bidders.  We  found  that  5  of  the  mill 
operators  contacted  were  under  contract,  2 
had  been  under  contract  previously,  and  6  had 
never  held  a  contract  with  a  group.  Of  the 
latter  millers,  two  had  made  unsuccessful 
bids  for  group  contracts;  the  remaining 
four  had  never  solicited  group  business 
(table  8). 


17 


TABLE  8.~-Characteristics  of  feed  mills  under  contract  and  of  selected  potential  mill  suppliers  of  California  feed 

bargaining  groups,  1965 


Mill 

Total  tonnage 

Tonnage  sold 

Percentage  of 

Bidding  for 

Number  of 

Is  bargaining 

sold  to  all 

to  bargaining 

total  tonnage 

groups  under 

group  a  threat  to 

code 

buyers  -  1964^ 

groups 

sales  to  groups 

group  business 

contract 

your  business? 

Tons 

Tons 

Percent 

Number 

I 

125,810 

51,480 

40,9 

Yes 

4 

No 

II 

112,999 

2N.A. 

N.A, 

N.A. 

N.A. 

N.A. 

III 

96,042 

0 

0 

Yes 

N.A. 

No 

IV 

64.845 

0 

0 

N.A. 

N.A. 

N.A. 

V 

59,190 

0 

0 

No 

N.A. 

Yes 

VI 

58,156 

0 

0 

Yes 

N.A. 

Yes 

VII  3 

54,612 

25,800 

47.2 

Yes 

2 

No 

VIII 

51,024 

5,328 

10.4 

Yes 

2 

No 

IX 

43,547 

0 

0 

No 

N.A. 

No 

X 

39,697 

4,320 

10,9 

Yes 

1 

No 

XI 

38,079 

0 

0 

No 

N,A. 

No 

XII 

25,662 

0 

0 

Yes 

N.A, 

No 

XIII 

20,933 

11,016 

52.6 

Yes 

3 

No 

XIV 

19,374 

4,800 

24.8 

Yes 

1 

N.A. 

XV 

17,875 

0 

0 

Yes 

N.A. 

No 

XVI 

14,742 

N.A. 

N.A. 

N.A. 

N.A. 

N.A. 

1  Total  number  of  tons  of  feed  sold  by  feed  mill.  Derived  from  California  tax  records, 

2  N.A.  =  Not  available. 

3  This  mill  is  a  subsidiary  of  mill  I.   Hence,  the  consolidated  firm  handled  180,422  tons  of  feed  of  which  42.8 
percent  was  covered  by  group  contracts. 


Even  though  each  bargaining  group  had 
physical  access  to  3  to  9  local  mills  (table  9), 
a  comparatively  small  number  of  millers 
supplied  the  13  groups  that  were  active  in 
California  in  1965.  One  firm  having  three 
branch  mills  had  contracts  with  six  poultry 
feed  groups.  One  mill  operator  had  three 
contracts,  two  mills  had  two  contracts  each, 
and  two  had  one  each.  In  other  words,  the 
group  contracts  were  held  by  6  of  the  potential 
65  feed  millers  in  the  areas  where  the  groups 
operated. 


ADVANTAGES  OF  SUPPLYING  THE  GROUPS 

Concentration  of  contracts  and  continued 
contract  renewal  seemed  to  indicate  the  im- 
portance of  bargaining  group  patronage  to 
contracting  millers.  The  proportion  of  total 
volume    sold   to    bargaining   groups    by    each 


miller  ranged  from  about  10  to  52  percent  of 
the  mills'  total  volume  (table  8).  Those  mill- 
ing firms  with  the  greatest  proportion  of  their 
volume  going  to  bargaining  groups  actively 
solicited  such  business  and  did  not  consider 
the  bargaining  position  of  the  group  to  be  a 
threat  to  their  existence. 

Others  believed  they  could  not  exist  without 
the  patronage  of  the  groups.  At  least  the  total 
volumes  of  firms,  I,  VII,  and  XIII  represented 
by  group  purchasing  contracts  were  so  large 
that  the  loss  of  those  contracts  would  have  had 
a  severe  impact  on  mill  operations.  Conse- 
quently, some  bargaining  groups  had  a  great 
amount  of  market  bargaining  power  with  their 
contract  millers.  It  appeared  that  this  leverage 
was  used  effectively  to  lower  milling  charges. 
Millers  who  had  only  a  small  part  of  their 
business  volume  with  bargaining  groups  also 
could  have  been  affected  unfavorably  by  a  loss 
of  such  business  if  the  contract  volume  was 
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TABLE  9.--Number  of  feed  mills  available  to  bargaining  groups 


Bargaining 
group 

Mills  in 
area  of 
groups 

Maximum  delivery 

distance  from 
group  headquarters 

Mills  under 

contract  in 

1965 

Times  group  has 
changed  miller 

Number 

Miles 

Number 

A 

9 

50 

0 

B 

8 

50 

0 

c 

4-5 

30 

0 

D 

5 

20 

0 

E 

8-10 

20 

0 

F 

7-    8 

40 

0 

G 

5-    6 

25 

2 

H 

4 

20 

0 

I 

3 

10 

0 

J 

5 

25 

1 

K 

7-    8 

18 

3 

L 

8 

25 

0 

M 

6 

50 

2 

N 

7 

30 

1 

0 

6 

9 

0 

P 

5 

50 

0 

0 

the  critical  factor  in  determining  whether  they 
showed  a  profit. 

Millers  under  contract  with  feed  groups  and 
those  unsuccessful  in  bidding  for  such  patron- 
age believed  this  type  of  business  most  desir- 
able, considering  other  alternatives.  Moreover, 
some  millers  liked  the  group  contracts  be- 
cause they  gave  them  an  assured  volume  for  a 
specified  period.  They  envisioned  their  mill 
as  merely  passing  along  to  group  members 
the  savings  in  selling  costs  and  field  services. 
The  guarantee  of  payment  for  feed  in  case  of 
default  by  a  group  member  minimized  losses 
on   feed   sales    as  well  as  some  bookkeeping 


expenses  for  millers.  Successful  bidders  also 
justified  their  low  milling  charge  to  bargaining 
groups  on  the  basis  that  group  business  was 
necessary  to  utilize  fully  their  mills'  capaci- 
ties and  thereby  keep  down  unit  costs  of  milling. 


DISADVANTAGES  OF  SERVING  GROUPS 

Millers  and  feed  dealers  who  had  not  bid 
for  the  business  of  feed  purchasing  groups 
gave  the  following  reasons; 

1.  Successful  bidding  for  group  contracts 
required  a  sacrifice  in  that  top  quality 
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feed  could  not  be  sold  at  prices  accept- 
able to  the  group;  therefore,  successful 
bidding  often  required  a  mill  to  lower  its 
quality  standards. 

2.  The  contracts  generally  required  too 
many  uneconomical  deliveries  to  group 
members. 

3.  The  monthly  formula  adjustment  privi- 
leges demanded  by  bargaining  groups 
would  not  enable  a  mill  to  plan 
ahead. 

4.  The  miller  did  not  want  to  deal  with 
customers  without  its  own  prior  assess- 
ment of  their  credit  rating  and  business 
reliability. 

5.  The  milling  charges  necessary  to  obtain 
group  contracts  were  so  low  that  a  firm 
could  not  hope  to  earn  enough  on  its  in- 
vestment to  insure  its  long-run  opera- 
tion. Millers  stated  that  any  low-margin 
volume  must  contribute  to  economies  in 
mill  operation  if  the  feed  millers  were 
to  receive  any  financial  benefits  from 
their  business  with  feed  bargaining 
groups. 

6.  As  a  result  of  their  large  aggregate 
volume,  feed  group  contracts  often  placed 
the  group  in  the  position  where  it  virtually 
dictated  the  operating  policies  of  a  mill. 
This  would  be  especially  true  in  cases 
where  the  volume  of  feed  sold  through 
group  contracts  represented  the  largest 
portion  of  a  mill's  total  output. 

7.  Two  millers  believed  that  the  market 
power  of  the  feed  purchasing  group  posed 
a  threat  to  their  position.  Ten,  however, 
did  not  envision  such  a  threat. 

Even  though  most  millers  were  willing  to 
sell  to  bargaining  groups,  not  all  are  able  to 
do  so.  Some  of  the  groups  had  set  up  criteria 
which  limited  the  number  of  millers  who  could 
compete  for  group  business.  The  criteria  con- 
sidered most  limiting  by  group  officers  were: 
(1)  The  location  of  the  mill  with  respect  to 
the  members  of  the  group,  (2)  the  reputation 
of  the  milling  firm  for  maintaining  the  quality 
of  its  products,  and  (3)  the  ability  of  the  mill 
to  supply  the  volume  of  feed  required  by  mem- 
bers of  a  given  group. 


The  groups  gave  careful  consideration  to 
the  location  of  the  contract  mill  because 
delivery  costs  were  an  important  factor  in 
the  price  of  delivered  feed.  Nonetheless, 
delivery  distances  varied  widely  (table  9).  As 
mentioned,  each  bargaining  group  had  access 
to  3  to  9  mills  as  potential  suppliers,  which 
increased  the  competition  for  bargaining 
group  contracts.  Only  3  mills  of  the  9  located 
satisfactorily  to  serve  group  I  had  sufficient 
capacity  to  do  so.  Group  M  considered  only 
6  of  12  mills  when  it  negotiated  its  feed 
contract.  For  one  reason  or  another,  group 
D  would  not  deal  with  four  mills  in  its 
area. 

Only  five  of  the  feed  bargaining  groups 
changed  millers  after  they  began  negotiating 
feed  contracts.  The  primary  reason  for  these 
changes  was  lower  prices  or  higher  quality 
feed  at  the  same  price.  Group  J  changed  its 
miller  after  its  former  supplier  went  into 
bankruptcy. 


The  Contract 

The  primary  group  function — negotiation — 
was  completed  when  a  verbal  arrangement^ or 
written  contract  was  consummated  by  the 
representatives  of  a  group  and  the  miller  or 
dealer. 


NEGOTIATING  PROCEDURE 

At  the  time  of  this  survey,  feed  millers 
generally  were  seeking  the  business  of  bargain- 
ing groups.  Since  the  sources  of  supply  had 
been  established  by  the  groups,  the  main  func- 
tion of  each  group  was  to  negotiate  with  the 
millers  and  to  select  a  contractor  from  among 
those  who  submitted  offers. 

Information  about  a  bargaining  group  solic- 
iting  bids   was    conveyed   either  formally  or 


^  The  verbal  arrangements  were  nothing  more  than  a 
statement  by  a  miller  that  the  members  of  a  group 
would  be  charged  given  prices  when  they  purchased 
feed.  The  prices  were  sufficiently  low  to  hold  the  mem- 
bers' patronage. 
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informally.  Sealed  bids  were  requested  by  11  of 
the  active  groups.  The  other  two  groups  met 
with  the  millers  and  negotiated  a  price  schedule 
and  other  contract  provisions  prior  to  sub- 
mitting them  to  their  members  for  approval. 

Even  though  the  basic  objective  of  each 
feed  bargaining  group  was  to  keep  the  cost  of 
feed  down  consistent  with  its  quality  and  the 
services  purchased,  price  was  only  one  of  the 
factors  considered.  Although  eight  groups  in- 
dicated that  they  had  accepted  the  lowest  bid, 
they  also  reported  that  their  past  relations 
with  the  lowest  bidder  had  been  satisfactory 
and  his  standard  of  business  ethics  was  very 
satisfactory.  The  willingness  of  the  contractor 
to  make  emergency  deliveries  of  feed  and  the 
duration  of  the  contract  proposal  were  other 
important  factors  considered  in  awarding  a 
contract.  Only  one  group  subordinated  all  other 
considerations  to  feed  prices. 


MAJOR  PROVISIONS 

Since  the  function  of  the  feed  bargaining 
group  was  to  negotiate  a  contract,  let  us 
examine  the  basic  features  of  a  typical  con- 
tract (appendix  C). 

A.  The  contractor  agrees  to: 

1.  Sell  to  the  members  of  the  contracting 
group  varying  quantities  (within  a 
specified  range)  of  feed  per  month 
for  the  duration  of  the  contract,  at 
agreed-upon  prices. 

2.  Deliver  feed  to  the  members  of  the 
association,  provided  their  poultry 
plants  are  located  within  a  given 
radius  of  a  designated  point. 

3.  Sell  to  new  members  of  the  group  and 
allow  the  group  to  drop  individual 
members. 

4.  Supply  formula  feed  to  group  members 
according  to  the  schedule  of  prices 
included  in  the  contract.  Variations 
from  the  contract  formulas  will  be 
supplied  for  additional  charges  agreed 
upon  by  the  contracting  parties. 

5.  Notify  the  group  in  writing  within  24 
hours  after  a  default  on  payment  by 
a    member.  Otherwise,  the  group  is 


absolved    of    any   responsibility   for 
payment. 

6.  Collect  service  charges  from  mem- 
bers and  remit  the  collection  to  the 
group. 

7.  Permit  the  members  of  a  group  to 
observe  the  weighing  and  mixing  proc- 
esses or  provide  the  directors  of  a 
group  with  proof  that  the  kinds  and 
qualities  of  the  ingredients  specified 
in  the  contract  were  used. 

B.  The  bargaining  group,  in  consideration 
of  the  contractor's  commitment,  binds 
the  group  and  its  members  to: 

1.  Limit  orders  to  6  to  8  feed  formulas. 

2.  Place  feed  orders  in  accordance  with 
the  terms  specified  in  the  agreement, 
usually  1  to  3  days  ahead  of  the  ex- 
pected delivery  date. 

3.  Pay  the  contractor  for  the  feed  within 
a  given  period  following  the  delivery 
date. 

4.  In  case  of  a  default  of  payment  by  a 
member,  the  group  usually  agrees  to 
pay  the  miller  for  the  account  in  de- 
fault. 

THE  CONTRACT  PRICE 

Each  contract  price  has  two  parts:  The 
price  of  the  ingredients,  and  the  charges  for 
milling,  credit,  and  delivery. 

Ingredient  Prices. — In  southern  California 
groups,  all  contracts  specified  that  the  Fed- 
eral-State Market  News  Service  f.o.b.  carlot 
quotations  for  Los  Angeles  (either  Friday 
prices  or  the  mean  prices  of  the  week  pre- 
vious to  purchase)  should  be  used  in  pricing 
the  ingredients  to  poultrymen.  In  the  San 
Joaquin  Valley,  the  members  of  a  group  agreed 
to  pay  the  mill  its  invoice  price  for  feed  in- 
gredients. Those  mills  using  the  f.o.b.  Los 
Angeles  prices  as  a  basis  for  billing  producers 
sometimes  lowered  their  costs  and  increased 
their  net  incomes  by  shopping  around  and  buy- 
ing ingredients  below  the  Los  Angeles  price 
base. 

Milling  and  Delivery  Charges. — Even  though 
there  are  no  reliable  data  on  charges  for  mill- 
ing and  related  miller  services,  fragmentary 
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information  indicates  that  the  1965  range  was 
from  $4.60  to  $5  per  ton  delivered.  These 
charges  were  substantially  below  the  range  of 
$6  to  $19  per  ton  reported  for  1948.  They 
were  not  much  different  from  those  published 
in  1960  by  Feedstuffs,  a  weekly  feed-trade 
paper,  which  stated  that  "In  southern  California 
there  are  now  said  to  be  some  20  groups  of 
large  commercial  producers  which  buy  feed 
on  formula  specifications  at  a  bulk  delivered 
cost  of  around  $5  to  $6  per  ton  over  ingredient 
costs  quoted  weekly  by  the  Federal  Market 
News  Service."^  Similar  arrangements  were 
reported  in  1963  by  Reed,  who  wrote  that  "feed 
manufacturers  in  California  are  operating  on 
margins  of  approximately  $5  per  ton  delivered 
into  the  producers'  bins,  for  cash,  full  bulk 
load  sales.  These  margins  are  about  $8  per 
ton  below  those  in  New  England  on  similar 
types  of  sales."®  At  that  time  Reed  calculated 
the  total  delivered  price  of  16-percent  protein 
commercial  layer  ration  at  $60  per  ton  in 
California  and  $76  per  ton  in  New  England. 

Reed  concluded  from  his  1962-63  study  of 
the  California  egg  industry  that  "the  feed  in- 
dustry in  California.  .  .[is]  an  intensively  com- 
petitive, highly  efficient  industry,  and  an 
industry  that  is  operating  on  margins  consid- 
erably less  than  one-half  those  of  the  North- 
east. "^  Even  though  the  authors  did  not  make 
an  intensive  inquiry  into  comparative  feed 
prices  and  miller  margins,  the  information 
they  obtained  confirm  Reed's  conclusion  that 
the  industry  is  intensively  competitive. 

Price  Discounts. — Provision  for  quantity 
discounts  and  penalties  for  orders  below  the 
minimums  specified  in  the  various  contracts 
were  a  part  of  six  of  the  contracts.  One  con- 
tract allowed  the  miller  to  charge  a  penalty  of 
$1  per  ton  for  orders  of  less  than  8  tons.  The 
discount  and  penalty  provisions  encouraged 
large  orders.  This  became  an  inducement  to 
poultrymen  either  to  increase  the  size  of  their 


5  "Feed  Men  Comment  on  Group  Buying:  Said  to 
Have  Spread  Some  in  California,"  Feedstuffs,  Decem- 
ber 3,  1960,  pp.  3  and  4. 

s Frank  D.  Reed,  "What  New  England  Can  Learn 
From  the  California  Egg  Industry,"  Orcno:  Univ. 
Maine  Ext.  Cir.  380,  October  1963,  p.  6. 

'  Reed,  p.  5, 


flocks  or  their  feed  storage  space.  Most  mem- 
bers did  not  consider  increasing  storage  as  a 
feasible  solution  because  of  the  plentiful  supply 
situation. 

Quantity  discounts  were  of  two  types:  Those 
allowed  members  on  individual  orders,  and 
those  allowed  the  bargaining  group  for  a  total 
monthly  volume  purchased  by  members  in 
excess  of  the  minimum  specified  in  the  con- 
tract. The  latter  was  more  of  a  special  con- 
tractor allowance  to  groups  to  help  support 
their  organization. 

The  quantity  discounts  to  group  members 
ranged  from  $0.25  to  $1.50  per  ton.  However, 
there  was  no  uniform  pattern  for  discounting 
on  quantit>'  purchases.  For  example,  one  miller 
allowed  a  discount  of  25  cents  per  ton  to  pur- 
chasers for  orders  of  more  than  12  tons; 
another  on  orders  of  more  than  20  tons. 
Another  allowed  50  cents  per  ton  on  orders  of 
more  than  3  and  not  over  5  tons,  another  50 
cents  per  ton  on  orders  between  5  and  7  tons 
and  an  additional  50  cents  per  ton  on  orders 
of  more  than  7  tons.  One  contract  specified  a 
2.5  percent  discount  on  single  purchases  of 
more  than  20  tons. 

The  second  type  of  discount  or  allowance  on 
monthly  contract  purchases  was  paid  to  the 
bargaining  group  as  an  organization.  There 
was  no  uniformity  among  the  contractors  re- 
garding these  allowances.  One  group  received 
a  payment  if  monthly  group  purchases  exceeded 
the  contracted  volume.  Another  group  received 
10  cents  per  ton  if  purchases  exceeded  1,000 
tons  in  a  month,  plus  an  additional  5  cents  if 
total  purchases  exceeded  1,200  tons  per  month, 
and  10  cents  more  if  the  purchases  exceeded 
1,500  tons  per  month.  Thus,  a  possible  total 
allowance  of  25  cents  per  ton  could  be  paid  to 
the  bargaining  group  as  an  organization. 


MILLER  SERVICES 

The  various  bargaining  organizations  and 
their  members  repeatedly  emphasized  that 
they  required  only  a  minimum  number  of  serv- 
ices from  contract  millers.  Actually,  millers 
priced  their  feed  with  or  without  such  services 
as  debeaking,  vaccination,  and  the  like.  Group 
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A  miller  delivers  and  unloads  feed  into  farm  storage  bins  as  stipulated  in  the 

contract. 


contracts  did  not  include  these  mill  services. 
However,  some  bargaining  groups  obtained 
those  services  by  special  arrangements  with 
the  miller.  The  suppliers  of  vaccines,  anti- 
biotics, and  vitamins  also  provided  other  sup- 
plies needed  by  individual  poultrymen.  One  of 
the  principal  suppliers  of  medicinal  items, 
vitamin  packs,  and  miscellaneous  poultry  sup- 
plies was  a  supply  cooperative. 

Credit  and  delivery  were  the  usual  related 
miller  services  provided  poultrymen  regard- 
less of  whether  they  were  members  of  a  bar- 
gaining group.  In  view  of  the  prevailing  service 
practices,  what  did  the  bargaining  groups 
contract  for? 

Credit. — The  same  credit  privileges  were 
given  to  group  and  nongroup  customers,  so 
there  was  no  substance  to  the  claim  that 
members  of  the  groups  got  fewer  credit  priv- 
ileges. 

Delivery, — Initially,  10  of  the  group  con- 
tracts specified  a  maximum  delivery  radius; 
however,  under  5  of  the  contracts,  this  clause 


had  not  been  enforced  by  the  contractor.  Two 
groups  transferred  the  decision  to  the  contract 
mill;  four  others  did  not  mention  the  delivery 
radius  or  location  factors.  The  customary 
practice  was  for  the  contract  to  include  de- 
livery to  the  member's  farm  rather  than  for 
pickup  at  the  mill  by  the  member. 

MUTUAL  AID 

Despite  the  existence  of  formal  or  informal 
agreements  on  feed  prices,  there  appeared  to 
be  some  give  and  take  between  the  groups  and 
suppliers,  reflecting  an  interdependence  be- 
tween the  millers  and  poultrymen.  On  two 
occasions — 1958  and  1961-62 — two  contract 
millers  decreased  prices  below  the  contract 
schedule  because  of  low  egg  prices.  Another 
group  reported  that  its  supplier  lowered  its 
price  50  cents  per  ton  in  1965. 

Cooperation  between  bargaining  groups  and 
millers  also  manifested  itself  by  the  willing- 
ness of  the  groups  to  continue  their  contracts 
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from  one  year  to  another.  While  the  contracts 
were  usually  for  5  years,  there  was  an  annual 
renewal  option  which  allowed  termination  if 
proper  written  notice  was  given  the  miller. 
The  average  contract  period,  with  renewals 
and  amendments,  had  been  7.5  years.  This 
customer  loyalty  assured  the  miller  the  volume 
needed  to  maintain  or  expand  his  facilities, 
improve  his  services,  and  keep  unit  costs 
down. 

Patronage  loyalty  manifested  itself  in  two 
other  ways,  both  of  which  had  a  bearing  on  the 
operating  efficiency  of  the  contractors.  First, 
39  of  the  40  group  members  interviewed  were 
making  all  of  their  feed  purchases  through  their 
group's  contractor.  One  bought  95  percent  of 
his  feed  from  his  group's  contractor  and  5 
percent  from  another  miller,  the  latter  for 
"public  relations"  reasons.  Second,  the  con- 
tractor was  kept  informed  about  each  pur- 
chaser's supply  requirements.  This  enabled 
the  contractor  to  schedule  both  mill  inven- 
tory and  deliveries  to  group  member  pur- 
chasers. 

The  schedule  of  deliveries  was  built  around 
the  normal  feed  consumption  at  the  poultry 
farm.  Deliveries  varied  from  daily  to  biweekly. 
The  orders  usually  were  placed  by  telephone. 
In  three  cases,  the  poultrymen  depended  on 
the  mill  truck  driver  to  replenish  their  feed 
supplies  without  placing  orders  with  him.  Data 
in  table  10  are  probably  representative  of  the 
weekly  purchases  of  group  members. 

TABLE  10. — Estimated  average  weekly  poultry  feed 
purchases  of  a  sample  of  members  of  California 
bargaining  groups,  1965  ^ 


Average  weekly 
purchases 


Members  in 
volume  group 


Tons 


Number 


0  -    5  or  less 

7 

6-10 

11 

11  -  20 

11 

21-40 

4 

41  and  over  2 

6 

Total 

39 

1  The  size  of  the  customers'  weekly  orders 
ranged  from  one  ton  to  500  tons. 

2  Includes  2  members  with  purchases  of  71  or 
more  tons. 


Noncontract  Services 

For  poultrymen  who  were  not  members  of 
the  Poultry  Feed  Supplement  Cooperative, 
Ontario,  Calif.,  which  is  discussed  later  in 
this  report,  contract  millers  as  a  courtesy 
usually  arranged  to  purchase  and  sell  to  their 
customers  various  nonfeed  poultry  production 
supplies.  The  interviews  with  poultrymen  dis- 
closed that  their  contract  millers  were  supply- 
ing vaccines  to  19  poultrymen,  insecticides  to 
14,  miscellaneous  supplies  to  20,  and  plant 
equipment  to  1.  Since  these  arrangements  were 
outside  the  feed  milling  contracts,  the  purchas- 
ing service  was  regarded  by  some  millers  as  a 
goodwill  gesture.  This  was  indicated  by  the 
plan  of  billing  the  poultrymen  at  cost  plus  a 
nominal  handling  charge  of  5  to  10  percent, 
or  charging  them  the  list  price  less  specified 
discounts.  One  poultryman  reported  his  dis- 
counts as  20  to  25  percent  below  the  list  prices. 
The  extent  to  which  the  primary  suppliers 
allowed  other  discounts  to  the  miller  was  not 
disclosed.  Other  millers  offered  no  discounts 
or  price  concessions  to  members  on  nonfeed 
supplies. 

The  contractors'  services  in  purchasing  and 
selling  nonfeed  supplies  to  poultrymen  at  nom- 
inal prices  above  the  contractors'  costs  were 
consistent  with  the  group  practice  of  contract- 
ing for  milling  and  related  services  only. 

Collateral  Functions  Performed 
by  the  Group  Organizations 

Groups    also   perform  other  services  per- 
taining to  feed  formulas  and  quality, 

FEED  FORMULAS 

The  choice  of  a  feed  formula  or  formulas  is 
a  critical  decision  for  a  poultryman  because 
an  ill-advised  formula  selection  could  ad- 
versely affect  egg  yields  and  unit  production 
costs.  For  this  reason,  poultrymen  usually 
sought  technical  advice.  Those  who  were  mem- 
bers of  feed  bargaining  groups  often  depended 
on  their  organization  to  ferret  out  the  most 
suitable  formulas  and  advise  the  members 
about  the  results  of  their  search. 
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The  different  groups  carried  out  the  feed 
formula  selection  in  a  number  of  ways.  Usu- 
ally, the  formulas  were  chosen  by  a  feed 
committee  after  consultation  with  a  nutritionist 
and  a  representative  of  the  miller.  (As  men- 
tioned 10  of  the  13  active  groups  had  feed  com- 
mittees). The  nutritionist  was  often  an  employee 
of  a  vitamin  and  medicinal-supply  firm  or  of  the 
contracting  miller.  The  feed  committees  had 
access  to  basic  data  from  other  commercial 
sources  and  the  poultry  nutrition  group  at 
the  University  of  California,  Davis.  The 
responsibility  for  changing  feed  formulas  and 
selecting  the  least-cost  combination  of  ingre- 
dients also  was  assigned  to  the  feed  committee. 
Most  groups  altered  their  formulas  about  six 


times  each  year,  when  weather  conditions  or 
ingredient  prices  changed. 

Members  of  the  groups  generally  were  per- 
mitted to  order  from  among  6  to  8  basic 
formulas,  although  one  group  used  only  3 
formulas.  Only  one  member  in  the  13  active 
groups  required  a  special  formula.  A  typical 
formula  selection  offered  to  members  included 
three  lay  mashes,  two  grow  mashes,  and  one 
starter  mash.  Members  were  permitted  to  add 
any  other  ingredients  such  as  grit,  vitamins, 
fat,  and  medication,  to  the  basic  formulas. 

QUALITY  CHECKS  BY  GROUPS 

The  most  persistent  complaint  among  mem- 
ber interviewees  was  the  alleged  unsatisfac- 


As  eggs  are  collected,  they  are  counted  and  roughly  graded  for  purposes  of  keeping  feed- 
conversion  records. 
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tory  procedure  for  checking  on  the  quality  of 
feed  delivered  to  poultrymen  under  the  various 
contracts.  Six  of  the  contracts  provided  for  a 
checking  of  the  delivered  feed  by  either  a  group 
representative  or  the  member-buyer,  but  this 
was  not  usually  done.  Nine  groups  relied  on 
periodic,  routine  checks  by  State  inspectors 
or  the  vitamin  and  medicinal  supplier's  nutri- 
tionist. One  bargaining  group  used  a  committee 
of  four  members  who  kept  and  analyzed  records 
to  obtain  feed  conversion  rates  in  terms  of  costs 
per  dozen  eggs.  The  authors  gained  the  impres- 
sion that  the  groups  generally  relied  on  the 
integrity  of  millers  to  fulfill  their  contracts. 
Also,  it  was  recognized  that  competition  was 
sufficiently  keen  to  discourage  any  overt  viola- 
tions. 

Quality  checks  made  by  individual  members 
are  discussed  later  in  this  report. 

SPECIAL  PROBLEMS  OF  GROUPS 

All  bargaining  groups  appeared  to  choose 
their  members  with  care.  This  selective  proc- 
ess, and  the  fact  that  some  of  the  groups  tended 
to  limit  their  membership  as  a  means  of  assur- 
ing themselves  a  greater  number  of  suppliers 
capable  of  bidding  for  feed  contracts,  made  it 
easier  to  keep  the  membership  informed  on 
all  aspects  of  the  groups'  activities.  Also,  the 
"do-it-yourself"  principle  of  operating  the 
groups  kept  most  members  involved  in  all  of 
their  groups'  activities. 

Despite  these  advantages,  two  problems 
seemed  to  have  plagued  most  groups.  The 
first  was  the  difficulty  of  agreeing  on  the  feed 
formulas  that  should  be  included  in  the  con- 
tract. The  outcome  was  usually  a  compromise 
which  probably  allowed  more  formulas  than 
necessary  for  most  economic  operations  by 
the  millers.  The  small  groups  allowed  each 
member  to  submit  and  use  his  own  formula. 
The  larger  groups  partially  solved  the  prob- 
lem by  using  two  or  three  basic  formulas  for 
each  poultry  age  group. 

The  second  problem  of  contract  negotiation 
was  whether  delivery  charges  should  be  the 
same  per  unit,  regardless  of  the  delivery  dis- 
tance, or  whether  it  should  be  based  on  dis- 
tance.  However,    since   most  members  were 


relatively  close  to  the  contracting  mills  none 
of  the  groups  had  adopted  the  latter  plan. 

Activities  of  Members  to  Supplement 
Bargaining  Group  Functions 

Members  handled  two  other  related  activities 
outside  their  groups. 

SUPPLY  PURCHASING  COOPERATIVE 

Members  in  Areas  I  and  II  recognized  the 
limited  function  of  their  bargaining  groups  and 
the  need  to  turn  to  other  agencies  or  individuals 
for  other  supplies  and  services.  These  require- 
ments were  met  by  conventional  farm-supply 
dealers  or  another  cooperative  bargaining  as- 
sociation. Professional  services  of  nutrition- 
ists were  obtained  directly  or  through  suppliers 
of  vitamins,  medicinal  items,  and  the  like. 

In  1959,  egg  producers,  most  of  whom  were 
members  of  one  or  another  of  the  feed  bar- 
gaining groups,  organized  the  Producers  Feed 
Supplement  Cooperative,  Ontario,  Calif,  to 
bargain  for  or  purchase  their  supplies  of  vac- 
cines, antibiotics,  sprays,  and  vitamins.  This 
cooperative  had  about  100  members  in  1965. 
The  membership  was  not  restricted  to  mem- 
bers of  bargaining  groups;  however,  about  75 
members  were  from  groups  included  in  this 
study.  This  supplement  cooperative  was  the 
main  vitamin  supplier  of  the  contract  mills. 

The  main  function  of  Producers  Feed  Sup- 
plement Cooperative  was  to  bargain  for  prices. 
This  was  done  by  shopping  for  and  selecting 
the  best  offer  on  each  order.  It  employed  a 
manager  and  two  assistants.  It  served  poultry- 
men  within  a  60-mile  radius  of  its  Ontario 
warehouse;  extended  30-day  credit  to  patrons, 
and  provided  the  services  of  a  nutritionist. 

The  cooperative  purchased  vitamins,  formu- 
lated them  into  vitamin  packs,  and  sold  them 
to  the  poultrymen  or  contract  millers  for  use 
in  the  feed  mixes  prepared  for  the  members  by 
the  feed  millers.  This  cooperative  also  pur- 
chased nonfeed  supplies  for  members,  and 
acted  as  a  consignee  for  some  primary  poultry 
suppliers.  The  cooperative's  inventory  of  sup- 
plies usually  amounted  to  about  $15,000. 
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The  manager  of  Producers  Feed  Supplement 
Cooperative  believed  that  interest  in  feed 
bargaining  groups  was  lagging  because  the 
groups  had  succeeded  in  getting  prices  down 
to  their  lowest  possible  level.  The  manager  also 
believed,  however,  that  it  was  desirable  to  con- 
tinue the  groups  to  forestall  possible  unwar- 
ranted price  increases  by  millers  and  to  give 
additional  bargaining  power  to  more  small 
poultrymen. 


FEED  QUALITY  CHECKS  BY  POULTRYMEN 

In  view  of  the  complaints  about  the  quality 
of  feed   delivered  under  the  group  contracts 


and  the  laxity  with  which  their  bargaining 
groups  were  exercising  their  contract  rights 
to  check  the  quality  of  feed  delivered  to  mem- 
bers, one  would  have  expected  the  purchasers 
to  have  developed  some  systematic  plan  for 
checking  the  quality  of  the  feed  at  the  time  of 
delivery.  However,  only  1  of  the  40  purchasers 
interviewed  followed  a  reasonably  adequate 
checking  plan.  This  poultryman  regularly  sent 
samples  to  an  independent  laboratory  for  anal- 
ysis. Four  others  occasionally  followed  the 
same  procedure.  One  poultryman  occasionally 
sent  samples  to  the  State  laboratory;  two  more 
relied  on  their  group's  nutritionist.  Most 
poultrymen  relied  on  the  periodic  checks  made 
by  State  inspectors. 


INDIVIDUAL  MEMBER  OBJECTIVES  AND  AHAINMENT 


Since  the  poultry  feed  bargaining  groups 
were  created  to  negotiate  with  millers  for  the 
lowest  possible  feed  prices,  the  success  of  the 
groups  as  organizations  should  be  gauged  in 
terms  of  their  members'  estimate  of  their 
groups'  performance.  Following  is  a  summary 
of  responses  of  the  40  members  of  the  bargain- 
ing groups  interviewed  in  this  study. 

Members'  Objectives 

The  researchers  found  that  31  of  the  40  in- 
terviewees joined  their  group  as  a  means  of 
lowering  their  cost  of  poultry  feed.  Four  con- 
sidered feed  prices  and  quality  to  be  of  equal 
importance,  which  is  another  way  of  stating 
that  they  were  interested  in  getting  their  feed 
costs  down.  Two  members  joined  their  group 
primarily  to  have  access  to  their  groups'  egg 
marketing  services,  and  three  claimed  that 
family  ties  or  friendship  with  other  members 
were  their  inducement  for  joining.  It  would 
appear  that  the  three  interviewees  included  in 
the  last  group  might  have  expected  little  or  no 
economic  gain  from  membership,  but  the 
social  advantages  were  considered  a  sufficient 
reason  for  membership. 


Before  probing  for  reactions  about  the  per- 
formance of  their  bargaining  associations,  the 
authors  questioned  the  interviewees  about  their 
membership  in  other  groups  (usually  coopera- 
tives). Twenty-one  of  the  40  had  been  members 
of  some  other  type  of  cooperative  before  join- 
ing their  present  feed  bargaining  group.  Each 
was  questioned  about  his  reason  for  leaving 
his  former  organization.  In  most  cases,  the 
former  organization  had  terminated  the  mem- 
bership because  the  member  had  stopped 
patronizing  it.  One  had  his  membership  can- 
celed because  he  joined  a  feed  bargaining 
group.  A  variety  of  other  reasons  were  given 
by  interviewees  who  voluntarily  left  their  for- 
mer organizations.  The  most  important  were: 

1.  There  was  no  price  advantage  in  buying 
through  the  organization  in  terms  of 
either  the  cash  price  or  a  subsequent 
dividend. 

2.  It  did  not  pay  a  patronage  dividend.  (The 
respondents  appeared  to  consider  a  divi- 
dend mandatory  regardless  of  the  status 
of  the  cooperative.) 

3.  There  were  too  many  personality  con- 
flicts among  the  members. 
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Appraisal  of  Accomplishments 

Although  more  than  one-half  of  the  inter- 
viewees had  been  former  members  of  coop- 
eratives prior  to  joining  their  feed  bargaining 
group,  the  authors  found  that  their  attitudes 
toward  their  present  group  were  no  different 
than  those  of  members  without  previous  ex- 
perience in  cooperatives. 

Among  the  40  group  members  interviewed, 
7  stated  that  neither  the  prices  nor  the  quality 
of  mixed  feed  delivered  under  their  contracts 
met  their  expectations.  Because  this  complaint 
was  so  indefinite  and  the  complainants  had  not 
exercised  their  rights  to  test  the  delivered 
feed  mixes,  the  authors  gave  little  weight  to 
the  statements. 

Thirty-three  of  the  interviewees  thought  that 
their  groups  had  helped  to  lower  mixed  feed 
prices.  According  to  the  poultrymen,  the  price 
reductions    were   particularly    sharp  between 


1948  and  1951,  when  the  bargaining  groups 
were  getting  their  start.  Because  of  rigorous 
competition  among  local  millers,  including 
feed  supply  cooperatives,  all  of  the  interviewees 
believed  that  1965  poultry  feed  prices  and 
miller  margins  had  reached  a  minimum.  Like- 
wise, there  was  general  agreement  that  the 
groups  no  longer  held  a  preferential  price 
position,  because  local  millers  were  offering 
the  same  prices  to  individual  poultrymen  with 
flocks  of  40,000  or  more  layers. 

The  consensus  among  the  interviewees  was 
that  bargaining  groups  would  continue  to  be 
effective  in  keeping  feed  prices  down  for  small 
producers.  However,  all  believed  that  in  Cali- 
fornia the  days  of  the  small  commercial  egg 
producer  are  numbered.  The  poultry  manage- 
ment cost  studies  conducted  and  reported 
annually  by  the  Agricultural  Extension  Service 
of  the  University  of  California  support  this 
belief. 
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APPENDIX  A 
SAMPLING  PROCEDURE 


The   information   used   in   this  report  was  obtained  from  personal  interviews  with  various 
people  in  the  California  egg  industry.  The  sampling  procedure  follows: 

1.  An  interview  with  the  secretary  of  each  group,  or  with  a  group  representative. 

An  effort  was  made  to  obtain  from  each  bargaining  group  secretary,  or  group  repre- 
sentative, a  statement  of  his  organization's  functions  or  goals,  organizational  arrange- 
ments, operating  policies  and  methods,  a  set  of  bylaws,  a  membership  list,  and  a  copy 
of  the  contract  or  its  principal  provisions.  Additional  information  was  sought  through 
interviews  with  members,  millers  or  dealers  under  contract,  and  previous  contractors 
with  the  groups. 

2.  A  sample  of  members  of  each  group. 

A  sample  comprising  one-third  of  the  membership  of  each  of  13  active  groups  was 
taken  to  obtain  a  cross  section  of  each  group's  members  and  determine  the  distribution 
of  flock  sizes  among  the  members.  The  sample  included  the  largest,  smallest,  and  modal 
size  poultry  producers  in  the  group.  In  groups  with  only  three  members,  an  effort  was 
made  to  interview  two. 

3.  A  sample  of  feed  mills  in  the  area  where  each  group  operated. 

Each  miller  under  contract  was  contacted.  All  but  one  provided  the  information 
requested.  In  addition,  at  least  one  independent  or  line  mill  located  in  the  delivery  zone 
of  each  bargaining  group,  but  not  under  contract,  was  interviewed.  The  interviews  with 
contractors  or  potential  contractors  enabled  the  researchers  to  gauge  the  millers' 
reactions  to  doing  business  with  bargaining  groups.  The  responses  were  helpful  in  under- 
standing the  competitive  environment,  but  not  quantifiable. 
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APPENDIX  B 

BYLAWS  OF  A  CALIFORNIA  UNINCORPORATED,  NONSTOCK, 
NONPROFIT  COOPERATIVE  PURCHASING  ASSOCIATION' 

Name 

The  name  of  the  Association  is Association. 

Purposes 

1.    To  associate  together  egg  and  pou]try  meat  producers  in  the 


a.  To  bargain  and  purchase  over  long  periods  of  time,  in  lot  or  lots,  feed  for  all  members 
from  reliable  millers  at  best  prices  available. 

b.  To  cooperate  with  other  organizations  of  food  buyers,  with  farm  organizations  and  public 
agencies,  and  with  millers  to  improve  feed  manufacturing  quality  in  southern  California. 

c.  To    buy   feed   and   other   supplies  which  the  members  may  see  fit  to  order  through  this 
Association. 

d.  To  sell  poultry  and  its  allied  products. 

e.  This  Association  will  be  a  sustaining  member  of  the  Farm  Bureau. 

Membership 

2.  Membership  in  this  organization  shall  be  limited  to  those  persons  who  are  producers  of  eggs 

and  poultry  meat  in  the  vicinity  of , 

and    whose    poultry    plant    is   within   a   radius    of  eighteen  (18)  miles  of  the  Post  Office  of 
as  of  November  8,  1949. 

Membership  Fees 

3.  The  initial  membership  fee  in  this  organization  will  be  $10.00. 


•Name  of  bargaining  association  deleted  to  avoid  identification. 
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New  Members 

4.  a.  Additional  members,  if  they  purchase  an  average  of  five  (5)  tons  per  month  of  Associa- 
tion mashes,  or  in  such  other  amount  as  may  be  determined  by  the  Board  of  Directors, 
may  join  this  Association  if  suitable  milling  facilities  and  handling  arrangements  are 
available,  as  determined  by  the  Board  of  Directors  and,  provided,  such  new  member 
agrees  to  be  bound  by  all  the  terms  of  these  bylaws  and  regulations.  The  President  has 
in  his  power  the  right  to  permit  a  new  member  joining  before  the  next  regular  meeting. 

b.    New  member's  application  for  membership  must  be  approved  by  a  notified  meeting,  with 
two-thirds  of  members  present.  Applicant  will  not  attend  this  meeting. 


Meetings  of  Members 


A  regular  meeting  of  all  members  shall  be  held  once  each  month  on  a  date  set  by  the  majority 
of  the  membership.  Special  meetings  may  be  called  by  the  order  of  the  President,  the  Board 
of  Directors  or  by  request  of  any  five  (5)  members.  Notice  of  all  such  meetings  shall  be 
issued  by  the  Secretary  and  shall  be  mailed  to  each  member  at  least  one  week  in  advance  of 
date  of  meeting.  A  quorum  shall  be  a  majority  of  members  present.  Parliamentary  procedure 
of  meetings  will  be  governed  by  Robert's  Rules  of  Order. 


Cancellation  of  Membership 


6.  Any  member  wishing  to  withdraw  from  the  Association  without  penalty  may  withdraw  during 
the  month  of  February  of  any  year  by  notifying  the  secretary  in  writing. 

a.  Any    member    moving   beyond   a    radius    of   eighteen    (18)  miles  from  the  Post  Office  of 

automatically  ceases  to  be  a  member,  but  does  not  incur  any 

penalty. 

b.  Any  member  who  is  suspended  from  the  Association  or  withdraws  from  the  Association 
other  than  the  specified  time  will  forfeit  to  the  Association  any  and  all  of  his  share  or 
shares  of  the  revolving  fund  credits  in  the  Association. 

c.  Any  member  who  depopulates  his  flock  or  sells  his  poultry  plant  will  not  incur  any 
penalty. 

Directors 

7.  a.    At  the  first  meeting  of  members,  a  Board  of  Directors  of  five  (5)  shall  be  elected  from 

the  active  members  and  such  members  of  Board  of  Directors  shall  hold  office  until  a 
successor  shall  have  been  elected  at  a  special  or  a  regular  meeting,  and  there  will  be  a 
new  Board  of  Directors  elected  each  year  at  the  members'  regular  annual  meeting. 

b.  Meetings  of  the  Board  of  Directors  shall  be  held  from  time  to  time  as  determined  by  the 
Board.  A  quorum  shall  be  three  (3)  directors.  No  action  shall  be  valid  unless  concurred 
in  by  three  (3)  members. 
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c.  Every  member  of  the  Board  of  Directors,  when  taking  office  understands  that  he  auto- 
matically resigns  from  the  Board  of  Directors  in  case  of  45  days  inactivity. 

d.  When  electing  the  Board  of  Directors,  three  (3)  members  are  to  be  elected  for  the  term 
of  two  (2)  years  and  two  (2)  members  are  to  be  elected  for  the  term  of  one  (1)  year  and 
thereafter  the  members  are  to  be  elected  for  terms  of  two  (2)  years  and  no  director 
shall  be  elected  for  two  (2)  terms  in  succession. 

Duties  of  Board  of  Directors 

8.  It  shall  be  the  duty  of  the  directors  to  make  and  recommend  rules  and  regulations  to  be 
approved  by  a  majority  vote  of  members  present  at  a  notified  meeting,  and  to  carry  on  the 
business  of  the  Association  when  the  members  are  not  in  session. 

9.  a.    On  the  same  day  as  elected,  the  Board  of  Directors  shall  meet  and  elect  from  their  own 

number   a    President,  Vice  President,  Secretary  and  Treasurer,  whose  duties  shall  be 
those  ordinarily  prescribed. 

b.  All  checks  drawn  on  the  funds  of  the  Association  shall  be  signed  by  the  President  and 
Treasurer. 

Paid  Secretary 

10.  The  Board  of  Directors  may  select  a  paid  secretary  for  the  affairs  of  the  Association.  The 
paid  secretary  may  or  may  not  be  a  member  of  the  association,  but  he  or  she  shall  not  be  a 
member  of  the  Board  of  Directors. 

Purchases 

11.  a.    Each  member  shall  purchase  at  least  an  average  of  four  (4)  tons  or  more  of  mixed  feeds 

per  month  to  remain  active  in  the  said  Association. 

1.    Each  member  shall  purchase  a  minimum  load  of  Association  mashes  within  60  days 
from  date  of  last  purchase.  (This  shall  not  abrogate  Section  11a). 

b.    Mashes  may  not  be  purchased  for  nonmembers. 


Operating  and  Revolving  Funds 


12.  a.  An  operating  differential  on  purchases  shall  be  retained  by  the  Association  from  all  pur- 
chases delivered  to  members.  Such  deduction  is  to  be  used  for  payment  of  operating 
expenses  of  the  Association,  and  the  establishment  of  a  reserve  fund.  The  minimum 
reserve  in  this  Association  shall  never  be  below  $10  per  member.  All  deductions  shall 
be  credited  monthly  to  member  from  whom  received  and  the  balance,  in  proportion  to 
amount  paid  in,  to  be  paid  to  the  members  at  each  annual  members'  meeting.  The  mini- 
mum reserve  per  member  is  to  be  established  by  the  membership  in  regular  meeting. 
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Amendment  to  take  place  of  the  above:  An  operating  differential  on  purchases  shall  be 
retained  by  the  Association  from  all  purchases  delivered  to  members.  Such  deduction  is 
to  be  used  for  payment  of  operating  expenses  of  the  Association,  and  the  establishment 
of  a  reserve  fund.  The  minimum  reserve  in  this  Association  shall  never  be  below  $10 
per  member.  All  deductions  shall  be  credited  monthly  to  the  members  from  whom  re- 
ceived. Disbursements  of  the  Revolving  Fund  to  the  members'  credit  are  to  be  made 
semiannually,  with  the  last  six  months'  period  always  held  in  reserve. 

b.    The  Miller  shall  return  monthly  on  a  patronage  dividend  basis  the  amount  each  member 
has  and  the  books  shall  be  audited  once  a  year. 


Suspension 


13.  a.    Any  member  violating  the  regulations  or  bylaws  is  automatically  suspended  from  active 

use  of  Association  and  may  be  reinstated  only  by  membership  vote  in  regular  or  special 
meeting. 

b.  Any  member  may  be  suspended  by  the  Board  of  Directors,  and  will  remain  in  this  status 
until  a  regular  or  special  notified  meeting  of  the  members  is  held,  at  which  time  this 
suspension  must  be  approved  by  a  majority  of  the  members  present. 

c.  A  membership  may  also  be  terminated  at  the  discretion  of  the  Board  of  Directors  when 
member  shall  cease  to  participate  in  the  program  of  the  Association  for  the  period  of  one 
entire  fiscal  year  prior  to  such  termination  or  in  any  case  when  a  person  shall  cease  to 
possess  the  qualification  therefore  as  provided  herein.  Death  of  a  member  shall  terminate 
a  membership  in  the  Association  and  the  personal  Representatives,  Executor  or  Adminis- 
trator of  the  estate  of  the  deceased  member  shall  not  exercise  any  voting  privileges  on 
behalf  of  such  deceased  member. 

d.  Termination  of  membership  by  death  will  necessitate  a  new  membership  application  in 
the  Association  and  will  be  considered  immediately  by  the  Board  of  Directors  of  the 
Association. 

e.  The  personal  Representative,  Executor  or  Administrator  of  the  estate  will  be  entitled  to 
purchase  Association  formula  feeds  until  a  new  membership  application  is  considered 
and  acted  upon  but  not  through  the  Association. 

14.  These  bylaws  may  be  amended  by  two-thirds  vote  at  any  meeting  of  active  members,  pro- 
vided, all  members  have  been  notified  of  proposed  amendment. 
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Rules  and  Regulations 


Each  member  shall  abide  by  these  rules  in  his  purchases  of  Association  formulae  from  the  mill 
manufacturing  for  the  Association: 

a.  Each  member  shall  order  in  minimum  quantities  of  five  (5)  tons,  bulk,  entire  order  to  be 
unloaded  at  one  ranch.  Four  (4)  ton  minimum,  in  sacks,  may  be  approved  by  the  Board  of 
Directors. 

b.  All  charter  members  must  use  the  Association's  minimum  requirement  of  feed  as  soon  as 
their  flocks  require  it. 

c.  All  formulae  shall  be  approved  by  the  membership  present  at  regular  meetings. 

d.  Each  member  shall  telephone  or  otherwise  place  his  order  for  mashes  not  less  than  three  (3) 
business  days  before  his  chosen  date  for  delivery. 

e.  Each  member  shall  pay  in  full  for  each  delivery  within  ten  (10)  days  after  delivery.  If  payment 
is  made  by  mail,  postmark  must  be  made  not  later  than  nine  (9)  days  after  delivery. 

f.  Each  member  shall  consider  group  discussions  as  confidential — particularly  BIDS. 

g.  Members  must  eliminate  unreasonable  obstacles  to  deliveries  and  shall  not  make  unusual 
demands  on  deliveries  of  feed. 

h.    Members  shall  not  ask  mill  to  empty  sacks,  except  when  bulk  feed  has  been  ordered. 

i.  All  purchases  of  Association  mashes  made  by  a  member  on  which  order  other  items  are 
included,  then  all  such  items  shall  be  due  and  payable  within  the  specified  10  days. 

j.  When  bulk  feed  is  ordered,  members  may  order  no  more  sacks  of  feed  than  can  be  hauled  by 
the  bulk  truck  unless  sack  feed  be  four  tons  minimum. 
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APPENDIX  C 
FEED  PURCHASING  CONTRACT 

THIS  CONTRACT  made  on  the  date  indicated  below  between 
of  


a  manufacturer  of  and  dealer  in  poultry  feeds,  hereinafter  called  "Supplier"  and 

ASSOCIATION,     an    incorporated  association  of  poultry  producers,  buying  mixed  poultry  feeds 

for  its  "Members",  located  in  the area  of 

County,  hereinafter  called  "Association". 

KNOW  ALL  MEN  BY  THESE  PRESENTS: 

IT  IS  MUTUALLY  AGREED  THAT  Association  agrees  to  buy  for  account  of  its  Members  and 
Supplier  agrees  to  prepare,  sell  and  deliver  to  the  Members  of  Association,  approximately  200 
to  500  tons  per  month,  mixed  poultry  feeds  in  accordance  with  the  following  conditions: 

1.  The  Association  agrees  that  it  will  buy,  as  requested  by  its  Members,  all  of  whose  poultry 

plants  are  located  with  an  eighteen  (18)  mile  radius  of  the  Post  Office  of , 

California,  poultry  mixed  feed  from  the  Supplier.  Members  may  be  added  to  this  list 
when  mutually  agreed  by  the  parties  hereto;  and  Supplier  further  agrees  to  sell  Associa- 
tion mashes  only  to  Association  members;  Association  may  cancel  this  contract  as  it 
applies  to  any  Member  thereof  upon  five  (5)  days  notice  in  writing  to  the  Supplier. 

2.  Association  agrees  that  each  Member  will  purchase  a  minimum  average  of  five  (5)  tons 
or  more  of  poultry  feed  per  month. 

3.  It  is  intended  that  each  delivery  of  feed  under  this  contract,  together  with  other  supplies 
delivered  to  Member  by  Supplier,  will  be  in  amount  of  not  less  than  five  (5)  tons,  to  any 
one  ranch  location,  but  in  no  case  shall  such  amount  be  less  than  four  (4)  tons  and  then 
only  upon  special  agreement.  Deliveries  shall  be  made  to  ranch  address  of  Members. 

4.  Member  shall  notify  Supplier  at  least  three  (3)  business  days  before  any  desired  delivery. 
Orders  shall  be  filled  and  deliveries  made  during  ordinary  business  hours.  Members 
must  obviate  or  eliminate  any  unreasonable  or  unusually  difficult  delivery  conditions. 

5.  The  kind  and  amount  of  ingredients  in  the  mixed  feed  delivered  to  Association  and  its 
Members  by  Supplier  shall  be  as  set  forth  in  six  (6)  Sample  Formulas  on  attached  sheet 
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(See  Exhibit  A).*  The  Supplier  agrees  to  faithfully  provide  and  place  in  such  mixed  feeds 
ingredients  of  the  highest  quality'.  All  grains  used  in  the  Association's  formulas  will  be 
recleaned  No.  2  or  better;  barley  will  be  46  pounds  per  bushel  or  better. 

Supplier  agrees  to  supply  Association  with  molasses  properly  mixed  in  the  feed  without 
the  use  of  water.  The  kind  and  amount  of  each  ingredient  may  be  changed  from  time  to 
time  upon  agreement  of  the  parties  hereto. 

6.  (a)  The  price  to  be  paid  to  Supplier  by  Members  shall  be  determined  by  applying  the 
weights  of  the  ingredients  used  to  the  mean  of  the  nominal  delivered  prices  in  carload 
lots,  f.o.b.  Los  Angeles,  as  published  by  the  Federal-State  Market  News  Service  for  the 

previous  week;  to  which  is  added  $ per  ton  for  milling  and  delivery  charge,  when 

delivered  in  sacks;  or  $ per  ton  when  delivered  in  bulk;  and  also  to  which  is  added 

$2  per  ton  for  Association  service  charge. 

(a-1)  All  grains  shall  be  figured  on  a  bulk  basis. 

(a-2)  The  prices  of  all  other  ingredients  not  quoted  in  the  Federal-State  Market  News 
Service  shall  be  determined  by  the  average  of  the  wholesale  prices  to  Feed  Manufac- 
turers in  the  Los  Angeles  Area  and  the  Supplier  shall  be  required  to  furnish  a  complete 
price  sheet  (See  Exhibit  A)8  each  week  to  the  paid  Secretary. 

(b)  Delivery   will   be  made  not  in  excess  of  eighteen  (18)  miles  from  the  Post  Office  in 


(c)  Upon  request  of  Member,  Supplier  will  convert  any  mixed  feeds  into  pellet  form  at  an 
additional  charge  of  $ per  ton. 

(d)  Upon  request  of  Member,  Supplier  will  make  a  finely  ground  mixed  feed  in  not  less 
than  a  One  (1)  ton  at  an  additional  charge  of  $ per  ton. 

(e)  Sacks  will  be  credited  by  Supplier  when  returned  in  good  condition  by  Member  at  a  net 
loss  differential  of ^  per  sack. 

7.  Members  will  remit  to  Supplier  for  all  deliveries  hereunder  within  ten  (10)  days  after 
delivery. 

8.  Supplier  agrees  to  notify  Association  in  writing  within  24  hours  when  any  member  of  the 
Association  becomes  delinquent  in  paying  for  feed.  Failure  to  do  so  absolves  the  Associa- 
tion of  any  liability  for  this  member. 

9.  Amount  of  Association  Service  Charges  collected  from  Members  by  Supplier  shall  be 
remitted  to  Association  each  month,  together  with  a  sheet  showing  in  detail  from  whom 
and  when  collected,  such  report  and  remittance  to  be  made  to  Association  by  the  10th 
of  the  following  month. 

10.  Observation  by  Member  of  feed  mixing  and  weighing  at  any  time  is  hereby  agreed  to  by 
the  Supplier  and  the  Supplier  shall  agree  to  furnish  proof  satisfactory  to  the  Association 
as  to  kind  and  quality  of  ingredients  in  formulas  at  the  request  of  the  Board  of  Directors. 


8  Exhibit  A  not  reproduced  in  this  report. 
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11.  If  any  condition  of  this  contract  shall  become  or  be  found  to  be  in  violation  of  any  public 
law,  the  terms  of  the  law  shall  prevail  as  terms  of  this  contract.  Neither  party  hereto 
may  be  held  responsible  for  any  violation  of  law  by  the  other  party.  Nothing  in  this 
paragraph  may  be  used  as  a  basis  of  cancellation  or  noncompliance  herewith. 

12.  This  agreement  shall  be  in  effect  from  June  1,  1956,  to  May  31,  1957. 

13.  This  contract  is  executed  in  duplicate,  both  parties  hereto  retaining  a  copy. 

14.  The  Association  agrees  to  accept  or  reject  this  contract  bid  prior  to  April  13,  1956. 

15.  Association  requires  no  field  men  or  similar  type  of  extra  services. 

16.  Supplier  agrees  to  make  additions  of  drugs,  medicine,  etc.  as  emergency  treatment  upon 
request  of  member. 


Signed  at 


,  California.      Date 


POULTRYMEN'S  ASSOCIATION 


By. 


President 


By. 


Secretary 


SUPPLIER: 


By 


(Title) 
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OTHER  FCS  PUBLICATIONS  AVAILABLE 


Cooperative  Bargaining  For  Feed  and  Farm  Supplies  in  Illinois,  1959-64.  General 
Report  136,  R.  J.  Mutti  and  L.  J.  McGinnis. 

Integrated  Feed  Operations  Through  Farmer  Cooperatives,  1959.  General  Report  100, 
Anne  L.  Gessner. 

Mobile  Feed  Milling  by  Cooperatives  in  the  Northeast.  General  Report  99,  Theodore  R. 
Eichers  and  Arno  J.  Hangas. 

Costs  and  Practices  of  Selected  Cooperatives  in  Operating  Bulk- Feed  Trucks.  General 
Report  132,  Thomas  H.  Camp. 

Supply  Cooperatives.    Bulletin  Reprint  2,  J.  Warren  Mather  and  Staff. 

Statistics  of  Farmer  Cooperatives,  1963-1964.    General  Report  134,  Bruce  L.  Swanson. 

Handbook  on  Major  Regional  Cooperatives  Handling  Supplies,  1962  and  1963.  General  Re- 
port 125,  J.  Warren  Mather. 

Credit  Control  in  Selected  Retail  Farm  Supply  Cooperatives,  Area  VI,  New  York,  New 
Jersey,  Virginia,  West  Virginia,  North  Carolina,  and  Georgia.  General  Report  71, 
John  M.  Bailey. 

Inventory  Management  by  Selected  Retail  Farm  Supply  Co-ops,  Area  VI,  New  York,  New 
Jersey,  Virginia,  West  Virginia,  North  Carolina,  and  Georgia.  General  Report  70, 
John  M.  Bailey. 

Cooperative  Bulk  Fertilizer  Blending  in  the  Upper  Midwest.  General  Report  122, 
Theodore  R.  Eichers. 

Improving  Management  of  Farmer  Cooperatives.    General  Report  120,  Milton  L.  Manuel. 

Using  Your  Farm  Supply  Co-op.    Educational  Circular  6. 

Forming  Farmer  Cooperatives.    Educational  Circular  10. 

A   copy   of   each   of   these   publications  may  be  obtained  while  a  supply  is  available 
from — 

Farmer  Cooperative  Service 

U.S.  Department  of  Agriculture 

i    .    Washington,  D.C.    20250 
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